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RULES  AND  REGULATIONS 


Title  6 — Economic  Stabilization 
CHAPTER  I— COST  OF  LIVING  COUNCIL 

PART  140— COST  OF  LIVING  COUNCIL 
FREEZE  REGULATIONS 

Copper  Scrap 

Subpart  D  of  the  Cost  of  Living  Council 
freeze  regulations  is  amended  by  adding 
a  new  §  147.37  to  exempt  the  price  of 
copper  scrap  and  copper  based  alloys 
scrap.  The  exempted  items  include:  cop¬ 
per  scrap.  No.  1  wire;  heavy  yellow  brass 
scrap;  No.  1  composition  (red  brass) 
scrap;  and  all  other  grades  of  cop¬ 
per  scrap.  The  Cost  of  Living  Council  has 
determined  that  this  exemption  is  neces¬ 
sary  to  permit  a  continued  supply  of 
raw  material  to  firms  using  the  scrap 
for  refining,  smelting,  casting,  and  ex¬ 
truding  copper  and  its  alloy. 

Copper  scrap  and  copper  based  alloy 
scrap  is  a  raw  material  for  a  large  num¬ 
ber  of  firms.  The  scrap  is  essential  to  the 
production  of  these  firms  and,  in  many 
instances,  the  only  suitable  raw  material. 

The  world  price  for  copper,  which  fol¬ 
lows  the  world  price  for  gold  and  silver, 
has  recently  increased  thereby  causing 
an  increase  in  the  price  of  copper  scrap 
and  copper  based  alloy  scrap  as  well. 
The  one  product  which  is  an  adequate 
substitute  for  copper  scrap,  refined  cop¬ 
per,  is  currently  in  short  supply  because 
of  disruptions  in  producing  countries. 

Export  restrictions  in  other  nations 
have,  moreover,  left  the  U.S.  as  the  sole 
free  market  source  of  copper  scrap  and 
copper  based  alloy  scrap.  Due  to  the 
freeze  and  world  market  conditions  an 
Increased  volume  of  exports  of  these 
scraps  from  U.S.  sources  has  been  gen¬ 
erated,  reducing  the  amount  of  raw  ma¬ 
terial  available  to  domestic  users  of  the 
product. 

The  Cost  of  Living  Council  has  there¬ 
fore  determined  that  the  exemption  of 
copper  scrap  and  copper  based  alloy 
scrap  is  necessary  to  prevent  further 
plant  closures  and  curtailment  of  pro¬ 
duction  by  U.S.  firms  using  the  scrap  in 
their  production  processes. 

Because  the  purpose  of  these  regula¬ 
tions  is  to  provide  immediate  guidance 
as  to  a  Cost  of  Living  Council  decision, 
I  find  that  publication  in  accordance  with 
normal  rulemaking  procedure  is  im¬ 
practicable  and  that  good  cause  exists 
for  making  these  regulations  effective  in 
less  than  30  days.  Interested  persons  may 
submit  communications  regarding  these 
regulations.  Communications  should  be 
addressed  to  the  Office  of  General  Coun¬ 
sel,  Cost  of  Living  Council,  Washington, 
D.C.  20508. 

(Economic  Stabilization  Act  of  1970,  as 
amended,  Pub.  L.  92-210,  85  Stat.  743;  Pub. 
L.  93-28,  87  Stat.  27;  E.O.  11695,  38  PR 
1473;  E.O.  11730,  38  FR  19345;  Cost  of  Living 
Council  Order  No.  14,  38  FR  1489;  Cost  of 
Living  Council  Order  No.  30,  38  FR  16267) 

In  consideration  of  the  foregoing, 
Chapter  I  of  Title  6  of  the  Code  of  Fed¬ 
eral  Regulations  is  amended  as  follows, 
effective  immediately. 

Section  140.37  is  added  to  6  CFR  Part 
140  to  read  as  follows: 


§  140.37  Copper  scrap. 

Prices  for  copper  scrap  and  copper 
based  alloy  scrap  are  exempt. 

Issued  in  Washington,  D.C.,  on  Au¬ 
gust  6,  1973. 

James  W.  McLane, 

Director, 

Special  Freeze  Group. 

[FR  Doc.73-16478  FUed  8-6-73;3:42  pm] 

PART  150 — COST  OF  LIVING  COUNCIL 
PHASE  IV  PRICE  REGULATIONS 

Final  Phase  IV  Regulations 

The  purpose  of  this  amendment  to 
Part  150  of  the  Cost  of  Living  Council 
Regulations  is  to  add  Subparts  A  through 
K,  and  P. 

On  July  19,  1973,  the  Cost  of  Living 
Council  established  Part  150  and  issued 
Subpart  N  in  final  form,  38  FR  19462 
(July  20,  1973).  On  the  same  day  the 
Council  issued  a  notice  of  proposed  rule- 
making,  38  FR  19464  (July  20,  1973)  set¬ 
ting  out  proposed  Phase  IV  regulations, 
and  inviting  interested  persons  to  sub¬ 
mit  written  data,  views  or  arguments. 

The  Council  stated  in  the  notice  of  pro¬ 
posed  rulemaking  that  all  comments  re¬ 
ceived  before  July  31, 1973,  would  be  con¬ 
sidered  by  the  Council  before  taking  ac¬ 
tion  on  the  proposed  regulations.  Six 
hundred  and  seventy-one  comments  were 
received  before  July  31,  1973. 

Copies  of  each  comment  went  to  the 
attorney  and  the  operations  specialist 
or  economic  analyst  who  was  responsi¬ 
ble  for  the  subpart  with  which  the  com¬ 
ment  dealt.  Many  comments  dealt  with 
several  subparts  and  thus  were  divided 
among  Council  personnel  with  responsi¬ 
bility  for  the  different  subparts.  In  addi¬ 
tion,  numerous  consultations  were  held 
with  affected  groups  of  businessmen,  con¬ 
sumers,  attorneys,  accountants,  and 
others  in  Washington,  D.C.,  Atlanta, 
New  York  City,  San  Francisco,  Detroit 
and  Chicago.  Staff  officials  of  the  Coun¬ 
cil  conducted  an  intensive  reexamination 
of  the  regulations,  independently  as  well 
as  in  light  of  the  comments,  in  order  to 
assure  the  maximum  degree  of  clarity 
and  consistency  of  the  policy  decisions 
that  were  made  and  of  the  regulations 
written  to  reflect  these  decisions.  As  a  re¬ 
sult  of  these  efforts  the  final  regulations 
contained  numerous  changes  from  the 
proposals  that  were  published  in  pro¬ 
posed  form  on  July  19,  1973. 

Subpart  A — General.  Subpart  A  pro¬ 
vides  the  scope  and  general  rules  of  Part 
150.  It  specifies  which  of  the  prior  regu¬ 
lations  are  superseded  and  which  tempo¬ 
rarily  remain  in  effect. 

Subpart  A  provides  that  reports  due 
under  the  Phase  III  regulations  continue 
to  be  required  for  any  reporting  period 
ending  before  August  13,  1973,  even 
though  Phase  III  has  ended  for  most 
firms. 

Subpart  A  also  reiterates  the  Phase  III 
rule  that  contract  renegotiation  provi¬ 
sions  which  depend  for  their  operation 
upon  the  modification  or  termination  of 
the  Economic  Stabilization  “Program  are 


rendered  inoperative  as  inconsistent  with 
the  goals  of  that  program. 

Subpart  A  differs  from  the  proposed 
version  primarily  in  that  it  now  contains 
general  rules  formerly  set  out  in  Sub¬ 
part  E.  This  change  in  location  is  de¬ 
signed  to  provide  a  clearer  and  more  logi¬ 
cal  grouping  of  Phase  IV  provisions.  The 
general  price  rule  is  added  to  subpart  A 
and  clarified  by  the  addition  of  the  con¬ 
cept  of  an  “adjusted  freeze  price”  which 
is  defined  in  §§  150.72,  and  150.302. 

A  new  section  on  profit  margin  limita¬ 
tion  is  added  which  explains  that  a  single 
profit  margin  is  used  for  all  manufactur¬ 
ing,  service,  retailing  and  wholesaling  ac¬ 
tivities  of  a  firm  except  where  particular 
regulations  under  this  part  (such  as  Sub¬ 
part  N — Construction)  require  separate 
computation  of  a  profit  margin.  The 
profit  margin  rules  which  were  formerly 
located  in  subparts  E  (for  manufacturing 
and  service  activities)  and  K  (for  retail¬ 
ing  and  wholesaling  activities)  are  con¬ 
tinued  in  general  but  modified  in  several 
important  respects.  A  firm  which  does 
not  charge  a  price  in  excess  of  an  ad¬ 
justed  freeze  price  is  not  subject  to  a 
profit  margin  limitation  with  respect  to 
the  first  fiscal  year  ending  after  August 
12,  1973.  Also,  charging  a  price  pursuant 
to  a  contract  entered  into  before  the 
freeze  does  not  subject  a  firm  to  a  profit 
margin  limitation.  Finally,  charging  a 
price  for  a  custom  product  or  service  will 
not  subject  that  firm  to  a  profit  margin 
test  if  the  revenues  derived  from  the  sale 
of  the  custom  product  or  service  amount 
to  less  than  $10  million  or  less  than  1  per¬ 
cent  of  its  annual  sales  or  revenues  for 
the  fiscal  year,  whichever  is  greater. 

A  new  exclusion  Is  provided  which  re¬ 
lieves  from  the  profit  margin  test  for  a 
firm  which,  during  its  most  recent  fiscal 
year,  derived  both  ( 1 )  90  percent  or  more 
of  its  annual  sales  or  revenues  from  the 
sales  of  exempt  items  or  from  exempt 
sales,  and  (2)  less  than  $50  million  of 
its  annual  sales  or  revenues  from  the 
sales  of  nonexempt  Items.  Also,  a  profit 
margin  overage  will  be  excused  by  the 
Council  to  the  extent  that  It  can  be  dem¬ 
onstrated  as  being  attributable  to  the 
sale  of  exempt  items. 

Subpart  A  adds  two  other  new  sections. 
The  first  permits  a  firm  which  has  been 
authorized  to  adjust  its  base  period  profit 
margin  pursuant  to  an  exception  granted 
before  Phase  TV  to  continue  to  calculate 
its  base  period  profit  margin  pursuant  to 
that  exception.  The  second  section  ex¬ 
plicitly  retains  the  right  of  the  Council 
to  challenge  Phase  III  price  increases 
and  to  impose  sanctions  under  the  freeze 
regulations. 

Finally,  subpart  A  is  changed  by  the 
addition  of  three  sections,  providing  for 
criminal  fines,  civil  penalties  and  injunc¬ 
tions.  These  sections  continue  the  same 
general  sanctions  which  were  in  force 
during  the  Phase  III  freeze. 

Subpart  B — Definitions.  Subpart  B 
contains  the  definitions  of  general  ap¬ 
plicability  to  this  part.  Definitions  which 
are  applicable  only  to  one  subpart  are 
placed  at  the  beginning  of  that  subpart. 
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Subpart  B  differs  from  the  proposed 
version  primarily  in  that  it  includes 
definitions  of  “Base  period  profit  mar¬ 
gin’’,  “Parent”,  “Price  adjustment”,  and 
“Unconsolidated  entity”;  deletes  defi¬ 
nitions  of  “Controlled  group",  “Mass 
transportation  system”  (which  is  defined 
in  Subpart  P),  “Pooling  of  interests”, 
“Regulatory  agency”,  “Spin-off”,  and 
“Split-off”;  and  makes  substantial 
changes  in  the  definitions  of  “Base 
period”,  “Firm”,  “Product  line”, 
“Profit  margin”,  “Service  line”,  and 
“Transactions”. 

The  definition  of  “Base  period”  has 
been  amended  to  separate  the  computa¬ 
tion  of  base  period  profit  margin  from 
the  definition  of  base  period.  A  definition 
of  “Base  period  profit  margin”  has  been 
added.  The  base  period  profit  margin 
must  be  computed  in  accordance  with 
the  firm’s  financial  statement  for  the 
years  used,  but  adjustments  to  those 
financial  statements  may  be  required  to 
reflect  changes  in  the  firm’s  activities 
in  accordance  with  the  provisions  of 
Subpart  I.  In  addition,  if  in  computing 
its  base  period  profit  margin,  a  firm 
uses  a  year  ending  during  Phase  II,  in 
which  the  firm  exceeded  the  applicable 
Phase  n  profit  margin  restrictions,  the 
firm  must  reduce  the  operating  income 
used  in  the  computation  to  a  level  that 
would  have  been  permitted  had  it  been  in 
compliance  with  the  Phase  II  profit 
margin  limitation.  Consistent  with  Form 
CLC-22,  a  firm  must  deduct  interest 
expenses  on  long  and  short-term  debt  in 
computing  its  operating  income.  Also,  the 
phrase  “cost  of  sales”  has  been  changed 
to  “cost  of  goods  sold”. 

The  definition  of  “profit  margin”  has 
been  changed  to  reflect  the  changes  in 
the  definition  of  base  period  profit 
margin.  Both  definitions  explicitly  pro¬ 
vide  that  for  purposes  of  computing  base 
period  profit  margin,  a  firm  excludes 
revenues  and  costs  attributable  to  items 
exempt  under  §§  150.52,  150.53(b),  150.54 
(d)(3),  150.54(d)(4),  and  150.56,  and 
revenues  and  costs  of  insurance  trans¬ 
actions  subject  to  Subpart  M. 

The  definition  of  “Firm”  has  been 
changed,  and  is  designed  to  achieve  the 
same  results  reached  in  Phase  II.  The 
language  is  also  changed  to  reflect  the 
fact  that  the  Council  uses  different  ag¬ 
gregations  for  purposes  of  applying  the 
term  “firm”  in  differing  contexts  in  the 
forms  and  regulations.  For  example,  for 
profit  margin  purposes,  a  “firm”  is  a 
parent  and  consolidated  entities,  while 
for  determining  price  categories,  the 
Council  uses  “firm”  to  mean  parent  and 
consolidated  and  unconsolidated  entities. 

“Item”  has  been  changed  to  include 
not  only  sale  but  lease,  and  not  only 
something  offered  for  sale  but  something 
sold.  The  term  “Manufacturer”  has  been 
changed  to  “Manufacturing”  with  no 
change  in  the  definition,  to  be  consistent 
with  the  change  in  usage  from  Phase  III. 
Similar  changes  in  terminology  occur 
with  “service  activities,”  "retailing”  and 
“wholesaling.” 

The  definitions  of  “Pooling  of  inter¬ 
ests,”  "Spin-off”  and  “Split-off”  have 
been  deleted  since  these  terms  are  no 


RULES  AND  REGULATIONS 

longer  used  in  the  new  provisions  of 
subpart  I  relating  to  comparability  of 
financial  data. 

Because  of  the  change  in  the  defi¬ 
nition  of  firm,  there  are  now  definitions 
of  “Parent,”  “Parent  and  consolidated 
entities”  and  “Unconsolidated  entities.” 

Definitions  of  “Product  line”  and 
“Service  line”  are  added  which  are  con¬ 
sistent  with  the  CLC-22,  definition  of 
product  line. 

“Retail  firm”  was  deleted  and  incor¬ 
porated  into  the  subpart  D  exemption  for 
small  retail  firms. 

“Transaction”  was  changed  to  mean 
date  of  shipment  in  the  case  of  products 
and  date  of  performance  in  the  case  of 
service.  This  is  consistent  with  the  freeze 
rules. 

This  change  reflects  the  fact  that  for 
purposes  of  calculating  actual  prices  as 
of  January  11,  1973,  for  the  first  CLC-2 
required  under  Phase  III  rules,  firms 
generally  made  their  calculations  on  the 
basis  of  shipment  prices  as  reflected  on 
invoices.  The  change  enables  firms  to  use 
these  calculations  for  determining  base 
prices  in  Phase  IV,  and  relieves  them  of 
the  burden  of  performing  new 
calculations.  In  addition,  prices  specified 
in  contracts  entered  into  prior  to  the 
freeze  are  declared  allowable  under 
§  150.76  of  the  final  regulations. 

Subpart  C — Classifications.  Subpart  C 
classifies  all  firms  as  price  category  I,  II 
or  III,  based  upon  the  firm’s  annual  sales 
or  revenues.  Specifically,  a  price  category 
I  firm  is  a  firm  with  annual  sales  or  reve¬ 
nues  of  $100  million  or  more.  A  price 
category  II  firm  is  one  with  annual  sales 
or  revenues  of  at  least  $50  million  but 
less  than  $100  million.  All  others  are 
price  category  III  firms. 

Subpart  C  has  been  changed  to  specify 
that,  for  determining  price  category,  a 
firm  includes  a  parent  and  the  consoli¬ 
dated  and  unconsolidated  entities  which 
are  directly  or  indirectly  controlled  by 
the  firm. 

Subpart  D — Exemptions.  Subpart  D 
sets  forth  a  list  of  the  items,  transactions, 
and  firms  which  are  exempt  from  vari¬ 
ous  provisions  of  the  Economic  Stabiliza¬ 
tion  Program.  Certain  clarifying  and 
substantive  changes  have  been  made  in 
the  proposed  regulations  as  follows : 

In  §  150.52(a) ,  raw  peanuts,  shelled  or 
unshelled,  have  been  added  to  the  list 
of  those  agricultural  products  the  sale 
of  which  is  exempt  until  processing  oc¬ 
curs.  The  Council  during  the  course  of 
the  Economic  Stabilization  Program  has 
treated  raw  peanuts  as  subject  to  the 
general  rule  of  §  150.52(a)  since  virtually 
all  peanut  products  in  the  United  States 
are  processed  in  some  form  before  being 
consumed.  The  omission  of  raw  peanuts 
from  the  list  of  exempt  products  con¬ 
tained  in  the  proposed  regulation  was 
inadvertent. 

In  §  150.52(a)  milled  lumber  has  been 
deleted  from  the  listing  of  nonexempt 
items  to  remove  any  confusion  which 
might  arise  as  to  the  scope  of  the  exemp¬ 
tion  for  lumber  under  §  150.54(o).  Mill- 
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work  has  been  added  as  an  example  of 
a  nonexempt  lumber  item. 

Section  150.54(n)  concerning  long¬ 
term  coal  contracts  has  been  broadened 
to  apply  to  any  contract  to  provide  coal 
over  a  period  of  at  least  five  years  to  a 
public  utility.  The  proposed  provision 
required  that  a  coal  contract  be  entered 
into  after  August  1,  1973,  have  a  term  of 
at  least  eight  years,  and  be  for  the  pro¬ 
vision  of  coal  to  a  public  utility  under  the 
jurisdiction  of  a  regulatory  agency. 

Section  150.54 (o)  concerning  lumber 
has  been  amended  to  include  tempered  or 
untempered  hardboard. 

A  new  §  150.54(p)  has  been  added  to 
continue  the  exemption  for  prices 
charged  for  copper  scrap  and  copper 
based  alloy  scrap  which  became  effective 
during  the  latter  part  of  the  Phase  III 
freeze. 

With  regard  to  the  small  business  ex¬ 
emption  in  §  150.60,  it  should  be  noted 
that  as  a  consequence  of  the  shift  for¬ 
ward  in  the  time  period  for  determining 
applicability,  a  firm  which  qualified  for 
the  exemption  in  Phases  II  and  III  may 
not  qualify  for  the  exemption  as  now 
formulated  as  a  result  of  a  change  in  its 
circumstances,  such  as  growth  in  em¬ 
ployment  or  sales. 

Certain  technical  changes,  e.g.,  to  cor¬ 
rect  erroneous  cross  references,  have 
also  been  made. 

Subpart  E — Manufacturing  and  service 
activities.  Subpart  E  has  been  modified 
in  several  respects.  Since  the  rules  of 
general  applicability  have  been  removed 
to  subpart  A,  subpart  E  now  applies  only 
to  manufacturing  and  service  activities. 
A  “Scope”  section  has  been  added  that 
makes  clear  that  subpart  E  does  not 
apply  to  those  activities  governed  by  par¬ 
ticular  regulations  under  this  part  (such 
as  Subpart  M — Insurance.  However, 
a  firm  which  is  subject  to  Subpart  E  and 
which  is  also  engaged  in  wholesaling  and 
retailing  activities  governed  by  subpart 
K  may  treat  those  activities  as  manu¬ 
facturing  and  service  activities,  if  the 
firm’s  revenues  from  wholesaling  and  re¬ 
tailing  amounted  to  both  (1)  less  than 
$50  million,  and  (2)  less  than  10  percent 
of  that  part  the  firm’s  total  revenues 
which  were  subject  to  subpart  E  in  its 
most  recently  ended  fiscal  year. 

A  definition  of  “adjusted  freeze  price” 
has  been  included  specifying  those  Phase 

III  prices  which  may  be  charged  in  Phase 

IV  without  application  of  the  Phase  IV 
rules.  This  is  a  modification  of  the  notion 
embodied  in  §  150.76(d)  of  the  proposed 
regulations.  The  “adjusted  freeze  price” 
is,  essentially,  the  maximum  price  per¬ 
mitted  under  the  freeze  regulations, 
modified  to  exclude  from  the  freeze  price 
temporary  special  sales,  deals,  and  allow¬ 
ances  which  were  required  to  be  included 
under  the  freeze  regulations.  The  “ad¬ 
justed  freeze  price”  takes  into  account 
exceptions  granted  during  the  freeze  and 
the  special  freeze  rules  which  allowed  for 
seasonal  pricing  and  higher  prices  on 
imported  items.  The  general  rule  for  price 
Increases  under  subpart  E,  as  now  stated. 
Is  that  any  price  may  be  charged  for  an 
item  which  does  not  exceed  the  adjusted 
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freeze  price  of  that  item  or  the  base  price 
of  that  item,  whichever  is  higher. 

Where  the  base  price  is  higher  than 
the  adjusted  freeze  price,  a  price  above 
the  base  price  may  be  charged  only  to 
recover  on  a  dollar-for-dollar  basis 
those  net  increases  in  allowable  costs 
that  have  been  incurred  with  respect  to 
the  product  line  or  service  line  con¬ 
cerned  since  the  base  cost  period  and 
which  the  firm  concerned  continues  to 
incur,  subject  to  the  productivity  offset, 
the  price  reduction  rule,  and  the  profit 
margin  limitation. 

Where  the  adjusted  freeze  price  is  in 
excess  of  the  base  price,  a  price  increase 
may  be  placed  in  effect  only  if  the  full 
extent  of  all  price  increases  above  the 
base  price  is  cost-justified  and  is  other¬ 
wise  permissible  under  the  Phase  IV 
rules.  This  rule  permits  firms  both  to  in¬ 
crease  prices  up  to  the  adjusted  freeze 
price  level  and  to  continue  to  charge 
prices  at  the  adjusted  freeze  price  level 
without  application  of  the  Phase  IV 
rules. 

A  price  category  1  firm  which  pre¬ 
notifies  its  intent  to  apply  a  percentage 
price  increase  to  a  product  line  or  serv¬ 
ice  line,  and  any  other  firm  which  quali¬ 
fies,  by  virtue  of  cost  justification,  to 
charge  a  percentage  price  increase  to  a 
product  line  or  service  line,  must  apply 
the  percentage  price  increase  on  a 
weighted  average  basis  so  that,  for  any 
fiscal  quarter,  the  weighted  average  of 
all  price  increases  and  price  decreases 
in  that  product  line  or  service  line  does 
not  exceed  the  percentage  price  increase 
prenotified  or  otherwise  permissible. 

A  new  rule  has  been  formulated  for 
limiting  the  maximum  price  increase  for 
any  one  item  in  applying  the  percentage 
price  increase  to  the  product  line  or 
service  line  on  a  weighted  average  basis. 
The  item  maximum  is  110  percent  of  the 
adjusted  freeze  price  or  110  percent  of 
the  base  price  of  the  item,  whichever  is 
greater,  plus  the  percentage  of  cost  justi¬ 
fication  times  the  adjusted  freeze  price 
or  the  base  price,  whichever  is  greater. 

The  price  reduction  rule,  which  re¬ 
quires  price  reductions  when  and  to  the 
extent  that  Phase  IV  price  Increases  are 
no  longer  supported  by  increased  costs 
(i.e.,  when  costs  decrease),  remains 
essentially  unchanged. 

The  rule  in  the  proposed  regulations 
concerning  contracts  entered  into  dur¬ 
ing  the  freeze  has  been  altered  with 
respect  to  the  periods  of  time  applied 
under  that  rule  and  has  been  moved  to 
subpart  H  (Prenotification  and  Report¬ 
ing)  since  that  rule  provided  a  tempo¬ 
rary  waiver  of  the  prenotification  re¬ 
quirement.  The  new  contracts  rule  in 
subpart  E  applies  to  the  price  specified 
in  a  contract  for  the  sale  of  an  item 
entered  into  before  9:00  p.m.,  e.s.t., 
June  13,  1973,  with  respect  to  delivery 
or  performance  occurring  after  the  be¬ 
ginning  of  Phase  IV  and  before  Jan¬ 
uary  1,  1974.  The  new  rule  states  that 
that  contract  price  is  allowable  without 
regard  to  the  Phase  IV  rules  and  without 
regard  to  profit  margin  limitation. 

Subpart  E  concludes  with  the  rule  re¬ 
quiring  that  increases  in  allowable  costs 


be  reduced  to  reflect  productivity  gains. 
This  rule  remains  essentially  unchanged 
from  Phase  n. 

The  profit  margin  rule,  previously  set 
forth  in  subpart  E,  has  been  expanded 
and  restated  in  subpart  A. 

Subpart  F — Base  price.  Subpart  P  pro¬ 
vides  the  rules  for  calculating  base  prices, 
Including  base  prices  for  new  items  and 
custom  products  and  custom  services. 
These  rules  remain  essentially  un¬ 
changed.  In  general,  the  base  price  with 
respect  to  an  item  is  the  average  price 
at  which  the  item  was  lawfully  priced  in 
transactions  with  the  class  of  purchaser 
concerned  during  the  base  price  period. 
The  average  price  is  determined  by  di¬ 
viding  the  net  sales  of  that  item  by  the 
quantity  of  the  item  sold  or  leased  to 
the  class  of  purchaser  concerned  during 
the  base  price  period.  The  base  price  pe¬ 
riod  is  the  last  fiscal  quarter  which  ended 
before  January  11,  1973,  in  which  trans¬ 
actions  occurred  with  respect  to  the 
item  and  class  of  purchaser  concerned. 

A  provision  has  been  added  for  using  an 
accepted  sampling  method  for  calculat¬ 
ing  the  base  price  of  an  item  in  certain 
circumstances. 

Temporary  special  deals  or  temporary 
special  allowances  may  now  be  excluded 
in  computing  the  base  price  of  an  item. 
Along  with  this  change,  “temporary”  has 
been  defined  to  mean  in  effect  for  31  days 
or  less. 

With  respect  to  determining  a  base 
price  for  a  new  item,  the  rule  as  applied 
to  firms  engaged  in  wholesaling  and  re¬ 
tailing  has  been  modified  to  provide  that 
the  product  shall  be  priced  within  the 
merchandise  or  customer  category  into 
which  the  new  product  falls  in  accord¬ 
ance  with  subpart  K. 

The  prenotification  requirement  pro¬ 
vided  in  the  proposed  Phase  IV  rules  with 
respect  to  new  items  has  been  eliminated. 
Subpart  F  now  provides  for  quarterly  re¬ 
porting  of  new  items  when  projected 
sales  for  all  new  items  in  the  current  fis¬ 
cal  year  amount  to  $10  million  or  more. 
The  requirement  applies  with  respect  to 
each  new  item  with  projected  annual 
sales  of  $1  million  or  more.  This  regula¬ 
tion  is  designed  to  permit  the  Council  to 
review  whether  items  qualify  as  “new 
items”  and  whether  the  base  price  of 
new  items  has  been  determined  in  ac¬ 
cordance  with  Subpart  F. 

Subpart  G — Base  cost  and  current 
cost.  Subpart  G  establishes  the  rules  for 
determining  base  costs  and  current  costs. 

Previously,  the  base  cost  of  direct  ma¬ 
terial  and  labor  was  the  rate  at  which 
these  costs  were  incurred  on  the  last  full 
day  of  business  in  the  base  cost  period. 
The  base  cost  period  remains  unchanged 
(the  last  fiscal  quarter  which  ended  be¬ 
fore  January  11,  1973,  in  which  costs 
were  incurred  with  respect  to  the  product 
line  or  service  line  concerned) .  However, 
the  base  cost  of  labor  is  now  the  rate  at- 
which  those  costs  were  incurred  on  the 
first  full  day  of  business  in  the  base  cost 
period.  With  respect  to  all  costs  (includ¬ 
ing  cost  of  direct  labor)  other  than  labor 
costs,  the  base  cost  now  is  also  the  rate 
at  which  those  costs  were  incurred  on  the 
first  full  day  of  business  in  the  base  cost 


period.  Unchanged  is  the  rule  that  if  base 
cost  for  all  costs  other  than  labor  costs 
cannot  reasonably  be  determined  as 
stated  above,  the  base  cost  is  the  average 
cost  incurred  throughout  the  base  cost 
period. 

Under  the  Phase  IV  rules  as  proposed, 
the  current  cost  period  was  the  fiscal 
quarter  for  which  a  quarterly  report  is 
required.  For  prenotification  purposes, 
the  current  cost  period  was  any  repre¬ 
sentative  period  in  which  normal,  re¬ 
curring  costs  were  incurred  prior  to  the 
date  of  the  prenotification  document. 

The  current  cost  period  for  quarterly 
reporting  purposes  is  now  the  last  ac¬ 
counting  month  in  the  current  fiscal 
quarter  for  which  a  quarterly  report  is 
required.  The  current  cost  period  for 
price  category  HI  firms  is  the  last  ac¬ 
counting  month  in  the  current  fiscal 
quarter  for  which  compliance  is  being 
measured.  The  current  cost  period  for 
prenotification  firms  is  the  last  account¬ 
ing  month  preceding  the  date  of  signa¬ 
ture  of  the  prenotification  document  ex¬ 
cept  that  with  respect  to  labor  and  other 
costs  which  may  be  calculated  as  of  a 
date  certain,  the  rate  at  which  these 
costs  are  incurred  on  the  day  which  is 
the  date  of  signature  of  the  prenotifica¬ 
tion  document  may  be  considered  as  the 
rate  on  the  last  full  day  of  the  current 
cost  period. 

Except  as  indicated  above,  the  rules 
for  current  costs  for  labor  and  all  other 
costs  continue  unchanged.  The  rate  on 
the  last  full  day  of  business  in  the  cur¬ 
rent  cost  period  is  used,  except  that,  with 
respect  to  all  costs  other  than  labor 
costs,  the  average  cost  incurred  through¬ 
out  the  current  cost  period  may  be  used 
if  current  costs  cannot  reasonably  be 
determined  by  the  method  prescribed. 

Subpart  H — Prenotification  and  re¬ 
porting.  The  general  prenotification  rule, 
found  in  §  150.51(a),  has  been  modified 
to  require  that  a  price  category  I  firm 
may  not  increase  the  price  for  any  item 
above  the  adjusted  freeze  price  for  that 
item  or  above  its  base  price  for  that  item, 
whichever  is  higher,  until  it  has  filed  a 
notice  of  the  proposed  price  increase 
with  the  Council  and  30  days  have 
elapsed  since  the  filing  of  that  notice. 
The  section,  as  proposed,  made  refer¬ 
ence  only  to  increases  above  base  price 
and  a  waiver  of  prenotiflcation  was  pro¬ 
vided  for  prices  established  pursuant  to 
§  150.76(d)  of  the  proposed  regulations. 
The  change  is  designed  to  eliminate  am¬ 
biguity.  It  recognizes  that  for  many 
firms,  the  adjusted  freeze  price  will  be 
higher  than  the  base  price  and  it  is  in¬ 
tended  to  make  clear  that  the  prenotifi¬ 
cation  requirement  applies  only  to  in¬ 
creases  above  the  higher  of  those  two 
prices.  In  addition,  §  150.151(a)  has  been 
amended  to  make  clear  that  a  notice  of 
proposed  price  increase  may  be  filed 
not  only  with  respect  to  an  item  as  to 
which  a  price  increase  is  sought  but  also 
with  respect  to  a  product  line  which  in¬ 
cludes  that  item.  This  provision  had  been 
inadvertently  omitted  from  the  pro¬ 
posed  regulations. 

Section  150.151(b)  has  been  modified 
in  three  major  respects.  First,  §  150.151 
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(b)  (2)  (ii)  as  published  in  the  notice  of 
proposed  rulemaking  has  been  deleted. 
The  purpose  of  that  section  has  been  ac¬ 
complished  in  the  first  change  of  8  150.- 
151(a)  referred  to  above.  A  new  section 
has  been  substituted  which  provides  for 
waiver  of  prenotification  with  respect 
to  prices  specified  in  contracts  which 
were  entered  into  before  the  freeze  be¬ 
gan  and  which  call  for  delivery  or  per¬ 
formance  after  the  beginning  of  Phase 
IV  and  before  January  1,  1974.  Section 
150.76  establishes  the  validity  of  these 
contract  prices,  and  amended  §  150.151 
(b)  (2)  (ii)  makes  clear  that  they  are  not 
subject  to  prenotiflcation. 

Second,  a  new  §  150.151(b)  (2)  (iii)  has 
been  inserted  which  is  similar  in  its  basic 
purpose  to  §  150.92  of  the  proposed  reg¬ 
ulations  but  which  has  been  modified  in 
several  respects.  This  provision  is  de¬ 
signed  to  waive  prenotification  with  re¬ 
spect  to  the  charging  of  a  price  specified 
in  a  contract  entered  into  after  the  freeze 
began  and  before  publication  of  these 
final  regulations.  Prices  charged  under 
these  contracts  must  comply  with  Phase 
IV  rules,  but  this  provision  waives  the 
requirement  of  prenotification  with  re¬ 
spect  to  price  increases  charged  for  de¬ 
livery  or  performance  occurring  after 
August  12  and  prior  to  October  12,  1973. 
This  establishes  a  60  day  period  in  which 
performance  under  these  contracts  may 
take  place  without  prenotification. 

Third,  a  new  §  150.151(b)  (2)  (iv)  has 
been  added  which  is  virtually  identical 
to  the  PC-5  procedure  or  the  so-called 
“multi-industry  firm  waiver”  which  was 
available  during  Phase  II.  The  provision 
waives  prenotification  requirement  for 
any  price  category  I  firm  which  had  an¬ 
nual  sales  or  revenues  of  less  than  $100 
million  within  any  industrial  group  in 
its  most  recently  completed  fiscal  year, 
when  the  Council  grants  approval  for 
such  a  procedure.  The  provision  defines 
industrial  groups  as  two-digit  standard 
industrial  classification  (SIC)  codes  and 
specifies  that  a  firm  whose  prenotifica¬ 
tion  requirements  are  modified  by  opera¬ 
tion  of  this  provision  remains  subject  to 
all  the  other  rules  of  this  part.  To 
qualify,  the  firm  must  also  show  that 
each  activity  for  which  waiver  is  sought 
does  not  account  for  more  than  5%  of 
the  market  covered  by  the  4-digit  SIC 
code  applicable  to  that  activity.  Subsec¬ 
tion  150.151(b)  (2)  (iv)  (B)  provides  that, 
for  a  period  of  60  days  or  until  Octo¬ 
ber  12,  1973,  a  firm  which  had  received 
approval  from  the  Price  Commission 
under  the  predecessor  rule  and  which  has 
reason  to  believe  it  still  qualifies  for  such 
treatment  may  avail  itself  of  this  proce¬ 
dure.  Thereafter  it  may  use  the  provision 
only  if  it  has  received  authorization  from 
the  Council  to  do  so. 

Section  150.152  has  been  modified  to 
make  clear  that  a  notice  of  price  in¬ 
crease  is  considered  to  be  filed  with  the 
Cost  of  Living  Council  when  it  is  stamped 
and  dated  by  the  Council.  Use  of  the 
term  “accepted”  in  the  proposed  regula¬ 
tion  caused  concern  among  many  per¬ 
sons  commenting  on  the  proposal  that 
the  Council  would  delay  the  start  of  the 
30  day  waiting  period  until  it  had  re¬ 


viewed  the  filing  and  determined  that 
It  was  acceptable  in  a  substantive  sense. 
The  amendment  is  intended  to  make  it 
clear  that  this  is  not  the  case  and  that 
the  ministerial  act  of  date-stamping 
starts  the  running  of  the  30  day  period. 

Section  150.156  dealing  with  volatility 
is  modified  to  provide  in  subsection  (d), 
that  preexisting  volatility  authorizations 
will  be  valid  for  a  period  of  60  days  until 
October  12,  1973  rather  than  the  30  day 
period  that  was  provided  for  in  the  notice 
of  proposed  rulemaking. 

Section  150.161  has  been  changed  in 
two  respects.  First,  8150.161(a)  has  been 
modified  to  make  reference  to  the  forms 
and  instructions  issued  by  the  Council 
which  will  set  out  more  detail  as  to  those 
matters  which  will  be  required  to  be  filed 
in  connection  with  the  quarterly  report. 
Second,  a  new  8150.161(b)(4)  has  been 
added  to  provide  that  a  firm  which  has 
not  charged  a  price  for  any  item  above 
the  base  price  of  that  item  or  above  the 
adjusted  freeze  price  for  that  item  which¬ 
ever  is  higher,  may  file  a  “certificate  of 
no  price  increase”  in  lieu  of  a  quarterly 
report. 

Section  150.162  of  the  proposed  regula¬ 
tions  requiring  an  annual  report  to  be 
filed  by  each  price  category  III  firm  has 
been  deleted.  The  Council  concluded  that 
the  burden  of  compliance  posed  by  such 
a  requirement  would  significantly  out¬ 
weigh  the  benefits  to  be  achieved.  More¬ 
over,  price  category  III  firms  continue 
to  be  subject  to  all  the  rules  of  the  Eco¬ 
nomic  Stabilization  Program  and  are  re¬ 
quired  to  maintain  such  records  as  may 
be  necessary  to  demonstrate  to  a  rep¬ 
resentative  of  the  Economic  Stabiliza¬ 
tion  Program  that  they  are  in  compli¬ 
ance  with  these  rules. 

Subpart  I — Accounting  and  financial 
reporting  requirements.  Subpart  I  pro¬ 
vides  information  on  accounting  and  fi¬ 
nancial  reporting  requirements.  It  has 
been  wholly  changed  from  the  proposed 
version.  On  the  basis  of  comments  re¬ 
ceived  and  its  own  experience,  the  coun¬ 
cil  concluded  that  a  restriction  on  a 
firm’s  profit  margin  that  is  tied  to  its 
profit  margin  in  an  earlier  period,  gives 
rise  to  distortions  and  unintended  re¬ 
sults  when  the  firm’s  present  operations 
are  not  comparable  to  its  past  operations 
because  of  intervening  acquisitions,  di¬ 
vestitures,  liquidations  or  new  opera¬ 
tions. 

The  Council  determined  that  if  profit 
margin  computations  are  to  provide  a 
meaningful  comparison  between  the  cur¬ 
rent  period  and  the  base  period,  it  is 
necessary  to  restate  the  financial  data 
on  which  the  computations  are  based, 
whenever  there  is  a  pooling  of  interests, 
or  other  acquisition,  divestiture,  or  dis¬ 
continuation  of  operation.  To  reflect 
these  decisions,  subpart  I  now  provides, 
in  essence,  that  a  firm  must  adjust  its 
financial  data  to  reflect  acquisitions  of 
divestitures  of  separate  accounting  en¬ 
tities  whenever  these  changes  require  re¬ 
statement  of  disclosure  in  a  filing  with 
the  SEC.  Adjustments  must  also  be  made 
when  the  changes  would  require  restate¬ 
ment  or  disclosure  in  a  filing  with  the 
SEC  were  it  not  for  the  fact  that  the 


firm  does  not  file  reports  with  the  SEC, 
or  that  there  is  a  lack  of  materiality. 

Subpart  I  also  provides  that  when  a 
firm’s  operations  have  substantially 
changed  in  nature,  in  ways  other  than 
acquisitions  or  divestitures,  the  firm  may 
request  an  exception  to  allow  it  to  ad¬ 
just  its  profit  margins. 

Finally,  the  requirement  in  proposed 
8  150.172  that  certain  firms  must  obtain 
the  services  of  an  independent  public  ac¬ 
countant  to  perform  certain  procedures 
set  out  in  Part  105,  has  been  deleted  as 
unnecessary. 

Subpart  J — Special  rules.  The  former 
provision  governing  loss  and  low  profit 
relief  has  been  divided  into  two  sections. 
Section  150.201  deals  with  exemptions 
from  the  requirements  of  prenotification 
and  cost  justification,  while  8  150.202 
provides  relief  from  firms  with  a  loss,  or 
a  low  base  period  profit  margin. 

Section  150.201  sets  forth  a  special 
pricing  rule  for  any  firm  which,  in  its 
current  fiscal  year,  projects  that  its  pro¬ 
fit  margin  will  be  less  than  a  minimum 
profit  margin.  This  represents  a  change 
from  the  proposed  regulations  which  al¬ 
lowed  only  those  firms  which  had  90% 
or  more  of  their  revenues  derived  from 
manufacturing,  retail  or  wholesale  ac¬ 
tivities  or  90%  derived  from  service  ac¬ 
tivities  to  qualify  for  the  low  profit  rule. 

The  minimum  profit  margin  allowed  is 
similar  to  that  set  forth  in  the  proposed 
regulations.  A  firm  with  at  least  90% 
service  activity  has  a  minimum  profit 
margin  allowed  of  1%.  All  other  firms, 
including  any  firm  with  less  than  90% 
in  service  activities  have  a  minimum 
profit  margin  allowed  which  is  between 
3  percent  and  .2  percent  depending  upon 
the  firm’s  capital  turnover  ratio. 

To  qualify  for  this  section,  a  Price 
Category  I  or  Price  Category  II  firm  must 
submit  to  the  Council  sufficient  financial 
data  to  support  its  position  as  a  loss-low 
profit  firm.  Thirty  days  after  the  Council 
has  received  such  data,  the  firm  may 
price  pursuant  to  this  section.  During  the 
30-day  time  period,  the  Council  may 
suspend,  modify  or  disapprove  a  firm’s 
submission  for  such  reasons  as  insuffi¬ 
cient  or  inaccurate  financial  data.  A 
Price  Category  III  firm  must  prepare 
sufficient  financial  data  to  support  its 
position  as  a  loss  and  low  profit  firm 
and  must  maintain  the  data  at  its  princi¬ 
pal  place  of  business.  However,  a  Price 
Category  III  firm  need  not  submit  this 
information  to  the  Council  nor  wait  the 
30  days  prior  to  pricing  under  this  sec¬ 
tion.  This  waiver  of  the  30-day  time  pe¬ 
riod  for  Price  Category  III  firms  reflects 
a  change  from  the  proposed  regulations. 

A  firm  which  qualifies  for  this  rule  may 
price  without  respect  to  the  cost  justi¬ 
fication  requirements  in  subparts  E  and 
K  and  without  respect  to  the  prenotifica¬ 
tion  requirements  of  subpart  H.  How¬ 
ever,  if  the  firm  increases  the  wages  or 
salaries  of  any  of  its  officers  or  employees 
or  owners  or  relatives  of  an  owner  in  ex¬ 
cess  of  general  wage  and  salary  stand¬ 
ard  as  computed  in  accordance  with 
economic  stabilization  regulations,  au¬ 
thority  to  use  this  section  terminates. 
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Authority  to  price  pursuant  to  this 
section  ends  at  the  close  of  the  fiscal  year 
or  sooner,  if  the  firm  has  achieved  its 
maximum  profit  margin  allowed  or  ap¬ 
proaches  it  within  .01%  at  an  annual 
rate. 

Section  150.202  provides  relief  to  firms 
with  a  loss  or  low  base  period  profit  mar¬ 
gin.  It  allows  a  firm  to  calculate  and  use 
as  its  base  period  profit  margin  a  mini¬ 
mum  profit  margin.  Calculations  of  the 
minimum  profit  margin  allowed  is  simi¬ 
lar  to  the  calculations  made  for  the  loss 
and  low  profit  rule.  However,  the  firm 
must  use  financial  data  from  its  two  best 
base  period  years  in  making  these  calcu¬ 
lations.  The  adjustment  to  base  period 
profit  margin  that  is  provided  in  this 
section  was  included  in  the  proposed  low 
profit  rules.  It  has  been  placed  in  a 
separate  section  for  purposes  of  clarifica¬ 
tion. 

Section  150.203  is  amended  to  make 
clear  that  a  person  may  price  pursuant 
to  the  seasonality  rule  without  prenotify¬ 
ing  price  increases  pursuant  to  the  pro¬ 
visions  of  subpart  H.  The  special  rules 
for  marketing  cooperatives  and  purchas¬ 
ing  cooperatives  have  not  been  changed 
from  the  proposed  rules. 

Subpart  K — Retailers  and  wholesalers. 
Subpart  K  sets  forth  rules  applicable  to 
retailing  and  wholesaling  activities. 
These  regulations  contain  several 
changes,  some  of  them  substantive  and 
others  merely  editorial  in  nature,  from 
the  proposed  regulations  published  by 
the  Cost  of  Living  Council  on  July  18, 
1973. 

Section  150.301  has  been  amended  by 
deleting  as  surplusage  the  reference  to 
subpart  L  and  by  deleting  proposed  para¬ 
graph  (b)  to  avoid  any  suggestion  that 
no  other  provisions  in  Part  150  applies 
to  retailers  or  wholesalers. 

Proposed  §  150.302  has  been  deleted. 
Regulations  pertaining  to  the  retailing  or 
wholesaling  of  meat  and  other  food  prod¬ 
ucts  will  be  issued  by  the  Council  at  a 
later  date. 

The  definitions  section  has  been  re¬ 
numbered  as  §  150.302  and  contains  a 
new  term,  “adjusted  freeze  price”  which 
is  defined  in  §  140.2.  In  addition  for  an 
item  sold  in  a  catalogue,  the  adjusted 
freeze  price  is  the  price  specified  in  a 
catalogue  printed  prior  to  July  18,  1973. 
The  definitions  of  “customer  category” 
and  “merchandise  category”  have  been 
merged  into  the  one  term  “category”. 
The  definition  of  “pricing  entity”  has 
been  amended  to  clarify  the  intent  of 
the  Council  that  the  appropriate  pricing 
entity  is  the  lowest  level  of  organization 
at  which  the  initial  pricing  decisions  are 
made,  regardless  of  whether  these  deci¬ 
sions  may  later  be  modified  at  a  lower  or¬ 
ganizational  level  with  the  firm. 

The  major  substantive  change  in  this 
subpart  is  the  inclusion  of  customary  ini¬ 
tial  percentage  markups  (CIPMs)  as  a 
means  of  control.  The  Council  received 
numerous  comments  suggesting  that  the 
CIPM  method  be  allowed,  in  addition  to 
the  gross  margin  method,  because  so 
many  firms  traditionally  use  the  former 
system.  Accordingly,  this  subpart  has 


been  amended,  where  appropriate,  to 
pertain  to  CIPMs  as  well  as  gross 
margins. 

The  new  $  150.303  sets  out  the  methods 
to  be  used  in  computing  CIPMs  and  gross 
margins.  The  formulae  are  self- 
explanatory. 

The  general  rule  of  §  150.304  has  been 
amended  in  several  respects.  First,  it  has 
been  changed  to  provide  that  no  price 
may  be  increased  above  the  adjusted 
freeze  price  (rather  than  above  the  base 
price,  as  provided  in  the  proposed  rules) 
until,  in  the  case  of  a  Tier  I  or  Tier  II 
firm,  the  retailer  or  wholesaler  has  sub¬ 
mitted  the  merchandise  pricing  plan  or, 
in  the  case  of  a  Tier  III  firm,  it  has  com¬ 
pleted  its  merchandise  pricing  plan. 

The  second  change  contained  in  this 
section,  as  discussed  above,  is  the  inclu¬ 
sion  of  CIPMs  as  an  acceptable  control 
mechanism  under  this  subpart.  Whether 
a  retailer  or  wholesaler  chooses  to  be 
controlled  by  either  the  CIPM  system  or 
the  gross  margin  system,  he  must  still 
exercise  control  on  a  category  basis. 

However,  the  provisions  of  this  subpart 
do  not  require  a  retailer  or  wholesaler 
who  has  traditionally  priced  his  goods  on 
an  item-by-item  basis  to  change  that 
practice.  He  may  continue  to  price  in 
that  manner,  but  his  compliance  with 
this  subpart  will  be  controlled  on  the 
basis  of  categories  in  accordance  with  the 
rules  set  forth  herein. 

In  sum,  the  general  rule  now  provides 
that  a  retailer  or  wholesaler  must  con¬ 
trol  his  prices  so  that  for  any  fiscal  quar¬ 
ter  his  CIPM  or  gross  margin  for  each 
category  does  not  exceed  the  higher  of 
(1)  his  CIPM  or  gross  margin  for  each 
category  during  the  same  quarter  of  the 
base  period  or  (2)  his  base  period  CIPM 
or  gross  margin.  Further,  his  CIPM  or 
gross  margin  for  any  fiscal  year  may  not 
exceed  his  base  period  CIPM  or  gross 
margin.  Also,  the  firm  may  not  exceed, 
both  food  products  and  non-food  prod- 
during  any  year,  its  base  period  profit 
margin. 

A  new  provision  has  been  added  to  the 
general  rule  stating  that  if  a  retailer  or 
wholesaler  does  not  increase  the  price 
for  any  item  within  a  category  above  the 
adjusted  freeze  price,  the  CIPM  or  gross 
margin  limitations  for  that  category  do 
not  apply. 

Finally,  a  new  provision  has  been 
added  to  the  general  rule  which  makes 
clear  that  the  retailer  or  wholesaler  of 
both  food  products  and  non-food  prod¬ 
ucts  remains  subject  to  the  requirements 
of  subpart  M  of  Part  130  or  subpart  I  of 
Part  140,  with  respect  to  the  sale  of  the 
food  products. 

The  rules  for  the  establishment  of 
categories  are  now  contained  in  S  150.305. 
This  section  is  very  similar  to  the  cor¬ 
responding  section  in  the  proposed  rules. 
A  change  has  been  made  in  paragraph 
(b)  to  clarify  the  Council's  intent  that 
if,  because  of  a  retailer’s  or  wholesaler’s 
normal  accounting  and  management 
practices,  it  could  not  group  its  items  into 
the  categories  listed  in  Appendix  A,  it 
may  form  merchandise  categories  of  all 
related  items  sold  within  the  same  gen¬ 


eral  description  and  include  those  cate¬ 
gories  in  its  merchandise  pricing  plan. 
A  sentence  has  been  added  to  paragraph 
(d)  of  this  section  setting  forth  the  rule 
for  computing  CIPM’s  or  gross  margins 
for  manufacturing  or  service  activities. 
In  the  case  of  manufacturing  activities, 
CIPM’s  or  gross  margins  shall  be  com¬ 
puted  on  the  basis  of  direct  material 
costs,  and  in  the  case  of  service  activities 
they  shall  be  computed  on  the  basis  of 
direct  material  and  labor  costs. 

Section  150.306  specifies  what  must  be 
put  into  a  merchandise  pricing  plan  for 
price  category  I  and  price  category  II 
firms.  This  section,  too,  is  very  similar 
to  the  corresponding  section  in  the  pro¬ 
posed  rules,  with  the  added  recognition 
of  CIPM’s  as  an  allowable  basis  for  con¬ 
trol.  Paragraph  (a)  (4)  has  been  amended 
to  make  clear  that  a  retailer  or  whole¬ 
saler  selling  many  different  products 
need  not  include  a  list  of  all  of  those 
products  in  its  merchandise  pricing  plan, 
but  rather  may  list  them  by  product  line. 

A  new  §  150.307  has  been  added  per¬ 
taining  to  the  merchandise  pricing  plans 
of  firms  selling  both  food  and  non-food 
products.  As  stated  above,  this  subpart 
does  not  apply  to  the  retailing  or  whole¬ 
saling  of  food  products  subject  to  sub¬ 
part  M  of  part  130  or  subpart  I  of  part 
140.  Therefore,  to  the  extent  possible 
a  retailer’s  or  wholesaler’s  categories 
should  not  include  meat  or  other  food 
products,  but  rather  should  be  limited 
to  nonfood  items.  If,  however,  because 
of  the  firm’s  customary  pricing  practices, 
it  is  impossible  to  separate  the  food  and 
non-food  items,  the  food  products  may  be 
included  in  the  firm’s  merchandise  pric¬ 
ing  plan.  However,  notwithstanding  their 
inclusion  in  a  merchandise  pricing  plan, 
food  products  remain  subject  to  the  pric¬ 
ing  rules  of  subpart  M  of  part  130  and 
subpart  I  of  part  140. 

Section  150.308  pertaining  to  incom¬ 
plete  and  nonconforming  plans  has  been 
modified  in  two  ways.  The  corresponding 
proposed  regulations  implied  that  im¬ 
mediately  upon  receipt  of  notification  by 
the  Council  that  a  firm’s  merchandising 
pricing  plan  is  not  acceptable  a  firm 
could  no  longer  increase  any  prices.  This 
provision  has  been  clarified  to  state  that 
the  Council  shall  determine  on  a  case-by¬ 
case  basis  whether  a  retailer  or  whole¬ 
saler  shall  be  prohibited  from  making 
price  increases  pending  the  submission 
of  an  acceptable  merchandise  plan,  and 
shall  notify  the  firm  of  its  determination. 

Paragraph  (b)  of  this  section  allows 
the  Council,  in  certain  situations,  to  or¬ 
der  a  reduction  of  prices  to  adjusted 
freeze  prices  (rather  than  to  base  prices 
as  stated  in  the  proposed  regulations) . 

Proposed  regulation  150.308  has  been 
renumbered  150.309  and  retitled.  As  pro¬ 
posed,  this  section  provided  that  once  a 
firm’s  merchandise  pricing  plan  has  been 
approved  by  the  Council,  the  firm  must 
use  the  specified  CIPMs  or  gross  margins 
in  controlling  its  prices  and  in  filing  the 
reports  required  by  the  Council.  As  re¬ 
stated,  this  section  provides  that  the  firm 
must  begin  controlling  its  prices  accord¬ 
ing  to  the  plan  as  soon  as  it  is  submitted. 
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Proposed  regulation  150.309  has  been 
renumbered  150.310.  This  section  is  sub¬ 
stantively  the  same  as  the  proposed  sec¬ 
tion,  with  the  appropriate  amendment  to 
reflect  the  use  of  CIPMs. 

§  150.311  contains  the  reporting  re¬ 
quirements  and  is  different  from  the  pro¬ 
posed  regulation.  Under  this  section, 
quarterly  reports  for  price  category  I  and 
price  category  II  firms  must  be  filed 
within  45  days  after  the  end  of  each  fiscal 
quarter  and  the  year-end  report  must  be 
filed  within  90  days  after  the  end  of  each 
fiscal  year.  The  annual  reporting  re¬ 
quirement  for  price  category  III  firms  has 
been  deleted. 

§  150.312  is  a  new  provision.  This  sec¬ 
tion  addresses  three  problems  that  may 
be  experienced  by  retailers  and  whole¬ 
salers  in  complying  with  the  provisions 
of  this  subpart.  The  first  problem  is  one 
which  may  arise  if  a  firm  is  unable  to 
exclude  exempt  items  from  its  merchan¬ 
dise  categories.  In  such  a  case,  if  a 
retailer  or  wholesaler  exceeds  his  allow¬ 
able  CIPMs  or  gross  margins  for  a  cate¬ 
gory,  the  Council  shall  excuse  the  over¬ 
age  to  the  extent  that  the  firm  can  dem¬ 
onstrate  that  the  overage  is  attributable 
to  the  sale  of  exempt  items.  The  second 
problem  involves  prices  specified  in  con¬ 
tracts  entered  into  prior  to  9:00  p.m., 
e.s.t.,  June  13,  1973,  under  which  per¬ 
formance  occurs  after  August  12,  1973 
and  before  January  1,  1973.  This  section 
provides  that  to  the  extent  that  a  re¬ 
tailer  or  wholesaler  can  demonstrate  that 
an  overage  in  his  allowable  CIPMs  or 
gross  margins  is  attributable  to  the 
charging  of  such  prices,  the  Council  will 
excuse  that  overage.  The  third  problem 
is  one  created  by  temporary  unforeseen 
changes  in  product  mix.  In  this  case,  the 
Council  may  take  into  account  such  tem¬ 
porary  unforeseen  changes  in  product 
mix  in  determining  whether  a  retailer  or 
wholesaler  is  in  violation  of  the  limita¬ 
tions  prescribed  in  §  150.304(c)  (1)  or 
(2). 

Finally,  §  150.313  provides  for  the  re¬ 
purification  of  quarterly  violations.  A 
new  paragraph  has  been  added  providing 
for  the  repurification  of  fiscal  year  and 
fourth  quarter  violations.  This  section 
has  also  been  modified  to  reflect  CIPMs 
in  addition  to  gross  margins. 

Subpart  P — Mass  transportation  sys¬ 
tems.  Subpart  P  has  not  been  changed 
from  the  version  found  in  the  Notice  of 
Proposed  Rulemaking  except  for  minor 
technical  changes. 

In  consideration  of  the  foregoing,  Part 
150  of  Title  6  of  the  Code  of  Federal  Reg¬ 
ulations  is  amended  by  adding  the  sub¬ 
parts  which  are  set  forth  below,  effec¬ 
tive  August  13, 1973. 

(Economic  Stabilization  Act  of  1970,  as 
amended.  Pub.  L.  92-210,  85  Stat.  743;  Pub. 
L.  93-28,  87  Stat.  27;  E.O.  11695,  38  PR  1473, 
E.O.  11730,  38  PR  19345,  Cost  of  Living  Coun¬ 
cil  Order  No.  14,  38  FR  1489) 

Issued  in  Washington,  D.C.  on  Au¬ 
gust  6,  1973. 

John  T.  Dunlop, 
Director,  Cost  of  Living  Council. 
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150.2  Procedures  and  remedies  applicable 

to  certain  Phase  II  and  Phase  III 
matters. 

150.3  Adjusted  base  period  profit  margins. 

150.10  General  rules. 

150.11  Profit  margin  limitation. 

150.15  Phase  III  price  levels. 

150.20  Violations. 

150.21  Sanctions. 

150.22  Injunctions  and  other  relief. 

Subpart  B — Definitions 
150.31  Definitions. 

Subpart  C — Classifications 

150.41  Price  category  I  firms. 

150.42  Price  category  II  firms. 

150.43  Price  category  III  firms. 

150.44  ApplicabUity. 

Subpart  D — Exemptions 

150.51  General. 

150.52  Agricultural  products,  seafood  prod¬ 
ucts,  and  raw  sugar  price  adjust¬ 
ments. 

150.53  Real  estate  and  insurance  premiums. 

150.54  Certain  price  adjustments. 

150.55  Miscellaneous. 

150.56  Public  utilities. 

150.60  Small  businesses:  Exemption  of 
firms  with  60  or  fewer  employees. 

Subpart  E — Manufacturing  and  Service  Activities 

150.71  Scope. 

150.72  Definitions. 

150.73  Price  Increases. 

150.74  Application  of  price  increases. 

150.75  Price  reductions. 

150.76  Certain  contracts. 

150.77  Productivity  gains. 

Appendix  Average  annual  rate  of  productivity 
gain  by  Standard  Industrial  Clas¬ 
sification. 

Subpart  F — Base  Price 

150.101  Scope. 

150.102  Sales  and  leases  of  products  and 

services. 

150.103  Sales  and  leases  of  new  property 

and  new  services. 

150.104  Custom  products  and  custom  serv¬ 

ices. 

Subpart  G — Base  Cost  and  Cprrent  Cost 

150.131  Scope. 

150.132  Base  cost. 

150.133  Current  cost. 

Subpart  H — Prenotification  and  Reporting 

150.151  Prenotification. 

150.152  Manner  of  prenotification. 

150.153  Measure  of  the  prenotification 

period. 

150.154  Council  action. 

150.155  Implementation  of  price  Increases. 

150.156  Volatility. 

150.161  Quarterly  reports. 

150.162  Additional  reports  and  Information. 

150.163  Effect  of  failure  to  file  or  maintain 

reports  or  other  documents  re¬ 
quired  by  or  under  certain  sec¬ 
tions  of  this  part. 

150.164  Records. 

Subpart  I — Accounting  and  Financial  Reporting 
Requirements 

150.171  Comparability  for  financial  data. 
Subpart  J — Special  Rules 

150.201  Loss  and  low  profit  firms. 

150.202  Loss  and  low  base  period  profit 

margins. 


Sec. 

150.203  Seasonal  patterns. 

150.204  Marketing  cooperatives  and  market 

risk-sharing  transactions. 

150.205  Purchasing  cooperatives. 

150.220  Stabilization  of  particular  indus¬ 
tries  and  sectors. 

Subpart  K — Retailers  and  Wholeaslers 

150.301  Applicability. 

150.302  Definitions. 

150.303  Computing  customary  initial  per¬ 

centage  markups  and  gross  mar¬ 
gins. 

150.304  General  price  control  rules. 

150.305  Establishment  of  categories. 

150.306  Merchandise  pricing  plans;  Firms 

with  annual  revenues  of  $50  mil¬ 
lion  or  more. 

150.307  Merchandise  pricing  plans;  Firms 

selling  both  food  and  non-food 
products. 

150.308  Incomplete  and  nonconforming 

plans. 

150.309  Merchandise  pricing  plans;  use  and 

modification. 

150.310  Merchandise  pricing  plans;  Firms 

with  annual  revenues  of  less  than 
$50  million. 

150.311  Reporting. 

150.312  Relief  from  certain  category  over¬ 

ages. 

150.313  Repurification  of  a  quarterly  cate¬ 

gory  violation. 

Appendix  Merchandise  categories  applicable 
to  retailers  and  wholesales. 

SUBPARTS  L-O — [RESERVED] 

Subpart  P — Mass  Transportation  Systems 

150.551  Purpose  and  scope. 

150.552  Definition. 

150.553  General  rule. 

Authority:  Economic  Stabilization  Act  of 
1970,  as  amended.  Pub.  L.  92-210,  85  Stat. 
743;  Pub.  L.  93-28,  87  Stat.  27;  E.O.  11695, 
38  FR  1473;  E.O.  11730,  38  FR  19345;  Cost  of 
Living  Council  Order  No.  14,  38  FR  1489. 

Subpart  A — General 

§  150.1  Scope. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section  and  in  §  150.2,  this 
part  supersedes  the  price  rules  in  Parts 
130  and  140  of  this  chapter,  effective 
11:59  p.m„  e.s.t.,  August  12,  1973. 

(b)  The  price  rules  of  Part  130  of  this 
chapter  remain  effective  until  11:59  p.m. 
e.s.t.  September  12,  1973,  with  respect  to 
sales  of  food  subject  to  Subpart  F  of  that 
part  and  with  respect  to  sales  of  meat 
subject  to  Subpart  M  of  that  part.  Part 
140  of  this  chapter  also  remains  effective 
with  respect  to  sales  of  food  and  meat 
subject  to  Subpart  I  of  that  part  until 
11:59  p.m.,  e.s.t.,  September  12,  1973. 

(c)  Any  report  required  to  be  filed 
with  the  Council  under  Part  130  or  any 
rule,  order  or  regulation  of  the  Council 
in  effect  on  August  12,  1973  for  any  re¬ 
porting  period  which  ended  on  or  before 
that  date  and  which  was  not  filed  by  that 
date,  shall  be  filed  with  the  Council  in 
the  form  and  within  the  time  in  which 
it  would  have  been  filed  pursuant  to  Part 
130  of  this  chapter.  Forms  required  to  be 
completed  and  placed  among  the  records 
of  a  firm  on  a  quarterly  basis  pursuant 
to  Part  130  for  any  quarter  which  ended 
prior  to  August  13,  1973,  shall  be  com¬ 
pleted  and  filed  among  the  firm’s  records 
in  the  form  and  within  the  time  in  which 
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It  would  have  been  required  to  be  so  filed 
pursuant  to  Part  130  of  this  chapter. 

(d)  Price  renegotiation  provisions  in 
price  or  rent  contracts  which  depend  for 
their  operation  upon  the  modification  or 
termination  of  the  Economic  Stabiliza¬ 
tion  Program,  were  previously  declared 
to  be  inoperative  as  unreasonably  incon¬ 
sistent  with  the  goals  of  the  Economic 
Stabilization  Program.  Such  renegoti¬ 
ation  provisions  continue  to  be  inopera¬ 
tive  on  the  same  ground.  This  part  shall 
not  operate  to  permit: 

(1)  A  retroactive  increase  in  prices  or 
rents  for  goods  or  services  sold  or  leased 
while  those  prices  or  rents  were  subject 
to  past  or  present  provisions  of  this  title, 
or 

(2)  A  prospective  increase  in  prices  or 
rents  under  the  terms  of  a  contract  sub¬ 
ject  to  a  decision  and  order  issued  at  any 
time  pursuant  to  this  title,  except  to  the 
extent  consistent  with  such  decision  and 
order. 

(e)  This  part  does  not  apply  to  eco¬ 
nomic  transactions  which  are  not  prices 
within  the  meaning  of  the  Act.  Exam¬ 
ples  of  transactions  not  within  the  mean¬ 
ing  of  the  Act  are : 

(1)  State  or  local  income,  sales  and 
real  estate  taxes; 

(2)  Workmen’s  compensation  pay¬ 
ments; 

(3)  Welfare  payments; 

(4)  Child  support  payments;  and 

(5)  Alimony  payments. 

(f)  The  Council  may  permit  any  ex¬ 
ceptions,  exemptions  or  reclassification 
that  it  considers  appropriate  with  respect 
to  the  requirements  prescribed  in  this 
part.  Requests  for  exceptions  or  exemp¬ 
tions  from  the  requirements  of  this  part 
shall  be  submitted  in  accordance  with 
the  provisions  of  Part  105  of  this  chapter. 

(g)  This  part  applies  to: 

(1)  Economic  units  and  transactions 
In  the  several  States  and  the  District 
of  Columbia;  and 

(2)  Sales  of  goods  and  services  by  firms 
In  the  several  States  and  the  District  of 
Columbia  to  firms  in  the  Commonwealth 
of  Puerto  Rico. 

§  150.2  Procedures  and  remedies  appli¬ 
cable  to  certain  Phase  II  and  Phase 
III  matters. 

(a)  Paragraphs  (a)  and  (b)  of  §  130.7 
of  this  chapter  remain  effective  with  re¬ 
spect  to  Phase  n  matters. 

(b)  The  procedures  and  remedies 
under  Part  130  of  this  chapter  remain 
in  effect  with  respect  to  all  matters  which 
were  subject  to  that  part  before  Au¬ 
gust  13,  1973,  and  with  respect  to  all 
matters  referred  to  in  §  150.1(c). 

(c)  The  procedures  and  remedies  speci¬ 
fied  in  Subparts  E  through  H  of  Part  140 
of  this  chapter  remain  in  effect  with  re¬ 
spect  to  all  matters  which  were  subject 
to  that  part  before  August  13,  1973. 

§  1 50.3  Adjusted  base  period  profit  mar¬ 
gins. 

Any  firm  which  has  been  authorized 
to  adjust  its  base  period  profit  margin 
pursuant  to  an  exception  granted  under 
the  authority  of  the  Economic  Stabiliza¬ 
tion  Program  prior  to  August  13,  1973 


may  continue  to  calculate  its  base  period 
profit  margin  pursuant  to  that  excep¬ 
tion  notwithstanding  any  other  provision 
of  this  part. 

§  150.10  General  rules. 

(a)  No  firm  (including  an  individual) 
may  charge  a  price  with  respect  to  any 
sale  or  lease  of  an  item  after  August  12, 
1973,  which  exceeds  the  base  price,  ad¬ 
justed  freeze  price  or  other  price  author¬ 
ized  under  this  part  for  that  item. 

(b)  No  firm  (including  an  individual) 
may  knowingly  pay  a  price  with  respect 
to  any  sale  or  lease  of  an  item  which  ex¬ 
ceeds  the  base  price,  adjusted  freeze  price 
or  other  price  authorized  under  this  part 
for  that  item.  However  this  paragraph 
does  not  apply  to  the  sale  or  lease  of  an 
item  to  any  firm  (including  an  individ¬ 
ual)  under  circumstances  of  economic  or 
other  coercion  in  which  the  buyer  or  les¬ 
see,  because  of  his  need  for  that  prop¬ 
erty  or  service,  had  no  reasonable  alter¬ 
native  but  to  pay  the  illegal  price,  and  he 
reports  the  sale  or  lease  to  the  Interna¬ 
tional  Revenue  Service  for  investigation 
promptly. 

(c)  No  firm  (including  an  individual) 
may  take  retaliatory  action  against  any 
other  firm  (including  an  individual)  that 
files  or  manifests  an  intent  to  file  a  com¬ 
plaint  of  alleged  violation  of,  or  that 
otherwise  exercises  any  rights  conferred 
by,  the  Economic  Stabilization  Act  of 
1970,  as  amended,  any  provision  of  this 
part,  or  any  order  issued  under  this  Act. 
For  the  purposes  of  this  paragraph,  “re¬ 
taliatory  action”  means  any  action  con¬ 
trary  to  the  purpose  or  intent  of  the  Eco¬ 
nomic  Stabilization  Program  and  may 
include  a  refusal  to  continue  to  sell  or 
lease,  any  reduction  in  quality,  any  re¬ 
duction  in  quantity  of  services  or  prod¬ 
ucts  customarily  available  for  sale  or 
lease,  any  violation  of  privacy,  any  form 
of  harassment,  or  any  inducement  of 
others  to  retaliate. 

§150.11  Profit  margin  limitation. 

(a)  Scope.  A  firm  shall  compute  a 
single  profit  margin  for  all  of  its  manu¬ 
facturing,  service,  retailing  and  whole¬ 
saling  activities  except  where  particular 
regulations  under  this  part  (such  as  Sub¬ 
part  N,  Construction)  require  separate 
computation  of  a  profit  margin.  For  the 
purposes  of  this  section,  a  firm  is  either 
(l)a  parent  and  its  consolidated  entities 
or  (2)  an  unconsolidated  entity. 

(b)  Applicability.  This  section  applies 
to  all  activities  of  a  firm,  including  manu¬ 
facturing,  service,  retailing  and  whole¬ 
saling,  except  those  activities  subject  to 
particular  regulations  under  this  part 
(such  as  Subpart  N,  Construction)  which 
require  computation  of  a  separate  profit 
margin. 

(c)  General  rule.  Except  as  otherwise 
provided  by  this  section,  a  firm  which, 
with  respect  to  its  manufacturing  or 
service  activities,  charges  a  price  for  any 
item  in  excess  of  the  base  price  for  that 
item  in  any  fiscal  year,  or  with  respect  to 
its  retailing  or  wholesaling  activities, 
charges  a  price  for  any  item  in  excess  of 
the  adjusted  freeze  price  for  that  item  in 
any  fiscal  year,  may  not  for  the  fiscal 


year  in  which  the  price  increase  is 
charged,  exceed  its  base  period  profit 
margin. 

(d)  Special  rules.  (1)  A  firm  which 
does  not  charge  a  price  for  any  item  in 
excess  of  the  adjusted  freeze  price  for 
that  item  is  not  subject  to  a  profit  mar¬ 
gin  limitation  with  respect  to  the  first 
fiscal  year  ending  after  August  12, 1973. 

(2)  The  charging  of  an  allowable  price 
or  prices  pursuant  to  §  150.76  and 
§  150.312(b)  does  not  subject  the  firm 
which  charges  that  price  or  those  prices 
to  a  profit  margin  limitation. 

(3)  The  charging  of  a  price  for  a  cus¬ 
tom  product  or  custom  service  pursuant 
to  §  150.104  of  this  part  does  not  subject 
the  firm  which  charges  that  price  to  a 
profit  margin  limitation  with  respect  to 
the  first  fiscal  year  ending  after  Au¬ 
gust  12,  1973,  if  its  sales  or  revenues 
derived  from  the  sale  or  lease  of  custom 
products  and  custom  services  amount  to 
less  than  $10  million  or  less  than  1  per¬ 
cent  of  its  annual  sales  or  revenues  for 
that  fiscal  year,  whichever  is  greater. 

(e)  Exclusion.  A  firm  which  during  its 
most  recent  fiscal  year  derived  both  (1) 
90  percent  or  more  of  its  annual  sales 
or  revenues  from  the  sales  of  exempt 
items  or  from  exempt  sales  and  (2)  less 
than  $50  million  of  its  annual  sales  and 
revenues  from  the  sale  or  lease  of  non- 
exempt  items,  is  not  subject  to  a  profit 
margin  limitation  for  the  next  ensuing 
fiscal  year. 

(f)  Relief  from  profit  margin  over¬ 
ages.  If  a  firm’s  activities  subject  to  the 
profit  margin  limitations  of  this  section 
include  both  items  exempt  under  Subpart 
D  and  nonexempt  items  and  the  firm  ex¬ 
ceeds  the  profit  margin  limitations  of  this 
section,  the  Cost  of  Living  Council  shall 
for  purposes  of  determining  compliance 
with  this  section,  excuse  the  overage  to 
the  extent  the  firm  can  demonstrate  that 
the  overage  is  attributable  to  the  sale  of 
exempt  items. 

§150.15  Phase  III  price  levels. 

Nothing  in  this  part  shall  be  construed 
as  waiving  or  foreclosing  the  right  of  the 
Council  pursuant  to  Subpart  J  of  Part 
130  of  this  Chapter  to  challenge  Phase 
III  price  increases,  whether  charged  or 
contracted  for;  or  the  right  to  seek  or 
impose  sanctions,  remedial  orders,  or 
other  relief  pursuant  to  Subparts  E,  F, 
or  G  of  Part  140  of  this  Chapter  with 
respect  to  Phase  III  freeze  matters. 

§  150.20  Violations. 

Any  practice  which  constitutes  a 
means  to  obtain  a  price  higher  than  is 
permitted  by  the  regulations  in  this  part 
is  a  violation  of  the  regulations  in  this 
part.  Such  practices  include,  but  are  not 
limited  to,  devices  making  use  of  induce¬ 
ments,  commissions,  kickbacks,  retroac¬ 
tive  increases,  transportation  arrange¬ 
ments,  premiums,  discounts,  special 
privileges,  tie-in  agreements,  trade  un¬ 
derstandings,  falsification  of  records, 
substitution  of  inferior  commodities  or 
failure  to  provide  the  same  services  and 
equipment  previously  sold. 
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§  150.21  Sanctions. 

(a)  Whoever  willfully  violates  any 
order  or  regulation  under  this  part  shall 
be  subject  to  a  fine  of  not  more  than 
$5,000  for  each  violation. 

(b)  Whoever  violates  any  order  or 
regulation  under  this  part  shall  be  sub¬ 
ject  to  a  civil  penalty  of  not  more  than 
$2,500  for  each  violation. 

§  150.22  Injunctions  and  other  relief. 

Whenever  it  appears  to  the  Council 
that  any  person  has  engaged,  is  engaged, 
or  is  about  to  engage  in  any  acts  or 
practices  which  constitute  particularly 
flagrant  violations  of  any  order  or  regu¬ 
lation  issued  under  this  part,  the  Council 
may  immediately  request  the  Attorney 
General  to  bring  an  action  in  the  appro¬ 
priate  district  court  of  the  United  States 
to  enjoin  such  acts  or  practices.  The 
relief  sought  may  include  a  mandatory 
injunction  commanding  any  person  to 
comply  with  any  such  order  or  regula¬ 
tion  and  restitution  of  moneys  received  in 
violation  of  any  such  order  or  regulation. 

Subpart  B — Definitions 
§  150.31  Definitions. 

“Act”  means  the  Economic  Stabiliza¬ 
tion  Act  of  1970,  as  amended. 

“Adjusted  freeze  price”  means  with  re¬ 
spect  to  manufacturing  and  service  ac¬ 
tivities  the  adjusted  freeze  price  as  de¬ 
fined  in  §  150.72  and  with  respect  to 
wholesaling  and  retailing  activities  the 
adjusted  freeze  price  as  defined  in 
§  150.302. 

“Allowable  cost”  means  any  cost  direct 
or  indirect,  unless  disallowed  by  the  Cost 
of  Living  Council. 

“Annual  sales  or  revenues”  means  the 
total  gross  receipts  of  a  firm  during  its 
most  recently  completed  fiscal  year, 
from  whatever  source  derived,  except 
that  it  does  not  include  gross  receipts  of 
or  from  a  foreign  branch  or  division  of 
such  a  firm,  or  the  gross  receipts  of  or 
from  a  wholly  or  partially  owned  foreign 
entity  such  as  a  corporation,  partner¬ 
ship,  joint  venture,  association,  trust,  or 
subsidiary,  if  the  gross  receipts  of  such 
foreign  entity,  branch,  or  division  are 
derived  primarily  from  transactions  with 
other  foreign  firms.  A  foreign  entity, 
branch,  or  division  is  one  located  outside 
the  several  States  and  the  District  of 
Columbia.  However,  gross  receipts  of  do¬ 
mestic  entities  from  U.S.  export  sales 
and  from  sales  to  firms  in  the  Common¬ 
wealth  of  Puerto  Rico  are  included  in  the 
determination  of  annual  sales  or  revenue. 

“Base  cost”  means  the  base  cost  as 
determined  pursuant  to  Subpart  G. 

“Base  cost  period”  means  the  base 
cost  period  as  determined  pursuant  to 
Subpart  G. 

“Base  period”  means  any  two,  at  the 
option  of  the  firm  concerned,  of  that 
firm’s  fiscal  years  ending  after  August  15, 
1968  except  a  fiscal  year  for  which  com¬ 
pliance  is  being  measured. 

“Base  period  profit  margin”  means 
the  ratio  that  the  base  period  operating 


income  (net  sales  less  cost  of  goods  sold 
and  less  normal  and  generally  recurring 
costs  of  business  operations  including  in¬ 
terest  expense  on  long  and  short  term 
debt  determined  before  nonoperating 
items,  extraordinary  items,  and  income 
taxes)  bears  to  the  base  period  net  sales 
as  those  net  sales  were  reported  on  the 
firm’s  financial  statement,  or  its  finan¬ 
cial  statement  as  restated  pursuant  to 
Subpart  I  prepared  in  accordance  with 
generally  accepted  accounting  princi¬ 
ples  consistently  applied.  For  purposes 
of  computing  a  base  period  profit  mar¬ 
gin,  revenues  and  costs  of  items  and 
sales  exempt  pursuant  to  §§  150.52, 150.53 
(b),  150.54(d)  (3)  and  (4)  and  150.56  and 
revenues  and  costs  attributable  to  insur¬ 
ance  transactions  subject  to  Subpart  M 
shall  be  excluded.  If  a  firm  uses  for  its 
base  period,  a  fiscal  year  ending  after 
August  15,  1971  and  prior  to  January  11, 
1973,  for  which  the  firm  exceeded  a  profit 
margin  limitation  imposed  pursuant  to 
the  provisions  of  Part  300  of  this  title,  in 
effect  on  January  10, 1973,  it  shall  reduce 
its  operating  income  for  that  fiscal  year 
to  the  level  of  operating  income  it  would 
have  obtained  for  that  fiscal  year  had  it 
been  in  compliance  with  that  Part  300 
profit  margin  restraints. 

“Base  price”  means  the  base  price  as 
determined  pursuant  to  Subpart  F. 

“Base  price  period”  means  the  base 
price  period  as  determined  pursuant  to 
Subpart  F. 

“Class  of  purchasers”  means  pur¬ 
chasers  or  lessees  to  whom  a  person  has 
charged  a  comparable  price  for  com¬ 
parable  property  or  service  during  the 
base  price  period  pursuant  to  customary 
price  differentials  between  those  pur¬ 
chasers  or  lessees  and  other  purchasers 
or  lessees. 

“Council”  means  the  Chairman  of  the 
Cost  of  Living  Council  established  by  Ex¬ 
ecutive  Order  11615  (3  CFR,  1971  Comp., 
P.  199)  and  continued  under  the  provi¬ 
sions  of  Executive  Order  11695,  or  his 
delegate. 

“Current  cost”  means  the  current  cost 
as  determined  pursuant  to  Subpart  G. 

“Current  cost  period”  means  the  cur¬ 
rent  cost  period  determined  pursuant  to 
Subpart  G. 

“Customary  price  differential”  in¬ 
cludes  a  price  distinction  based  on  a  dis¬ 
count,  allowance,  add-on,  premium,  and 
an  extra  based  on  a  difference  in  volume, 
grade,  quality,  or  location  or  type  of  pur¬ 
chaser,  or  a  term  or  condition  of  sale 
or  delivery. 

“Firm”  means  any  association,  com¬ 
pany,  corporation,  estate,  individual, 
joint-venture,  partnership,  or  sole  pro¬ 
prietorship  or  any  other  entity  however 
organized  including  charitable,  educa¬ 
tional,  or  other  eleemosynary  institu¬ 
tions,  and  the  Federal  government  in¬ 
cluding  corporations,  departments,  Fed¬ 
eral  agencies,  and  other  instrumentali¬ 
ties,  and  State  and  local  governments. 
The  Council  may,  in  regulations  and 
forms  issued  in  this  part,  treat  as  a  firm: 


(1)  A  parent  and  the  consolidated  and 
unconsolidated  entities  (if  any)  which  it 
directly  or  indirectly  controls,  (2)  a  par¬ 
ent  and  its  consolidated  entities,  (3)  an 
unconsolidated  entity,  or  (4)  any  part 
of  a  firm. 

“Fiscal  quarter”  means  the  fiscal  quar¬ 
ter  of  the  firm  to  which  a  regulation  con¬ 
taining  the  term  applies. 

“Fiscal  year”  means  the  fiscal  year  of 
the  firm  to  which  a  regulation  contain¬ 
ing  the  term  applies.  It  is  a  consecutive 
12-month  period  constituting  an  ac¬ 
counting  year. 

“Item”  means  a  product  or  service  unit 
sold,  leased  or  offered  for  sale  or  lease 
to  a  class  of  purchaser. 

“Lease”  means  a  contract  whereby  a 
person  having  a  legal  estate  in  any  per¬ 
sonal  property  conveys  a  part  of  his  in¬ 
terest  to  another  person  in  considera¬ 
tion  of  rent  or  other  compensation,  but 
does  not  include  a  license. 

“Manufacturing”  means  the  trade  or 
business  of  making,  fabricating,  or  as¬ 
sembling  a  product  or  commodity  by 
manual  labor  or  machinery  for  sale  and 
also  includes  the  mining  of  natural  de¬ 
posits,  the  production  or  refining  of  oil 
from  wells,  and  the  refining  of  ores. 

“Nonprofit  organization”  or  one  which 
is  “not  operated  for  profit”  is  a  firm 
which  is  defined  as  a  nonprofit  organiza¬ 
tion  in  section  501(c)  and  is  exempt 
under  section  501(a)  of  the  Internal 
Revenue  Code  of  1954,  as  amended. 

“Parent”  means  a  firm  which  is  not 
directly  or  indirectly  controlled  by  an¬ 
other  firm. 

“Parent  and  its  consolidated  entities” 
means  a  parent  and  those  firms,  if  any, 
directly  or  indirectly  controlled  by  the 
parent  which  are  consolidated  with  the 
parent  for  purposes  of  financial  state¬ 
ments  prepared  in  accordance  with  gen¬ 
erally  accepted  accounting  principles. 
An  individual  shall  be  deemed  to  control 
a  firm  which  is  directly  or  indirectly 
controlled  by  him  or  by  his  father, 
mother,  spouse,  children  or  grandchil¬ 
dren. 

“Prenotification”  means  notice  sub¬ 
mitted  to  the  Cost  of  Living  Council  pur¬ 
suant  to  the  provisions  of  Subpart  H. 

“Price”  means  any  consideration  for 
the  sale  or  lease  of  any  property  or  serv¬ 
ices  and  includes  rent,  commissions, 
dues,  fees,  margins,  rates,  charges,  tar¬ 
iffs,  fares,  or  premiums,  regardless  of 
form. 

“Price  adjustment”  means  the 
weighted  average  of  all  price  increases 
and  price  decreases  within  a  product  line 
or  service  line. 

“Price  increase”  means  an  increase  in 
the  unit  price  of  an  item  or  a  decrease  in 
the  quality  of  substantially  the  same 
item. 

“Product”  means  a  unit  of  personal 
property  offered  for  sale  to  another 
person. 

“Product  line”  means  (a)  a  product  or 
(b)  an  aggregation  of  products  categor¬ 
ized  by  a  four-digit  Standard  Industrial 
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Classification  (SIC)  code  if  that  is  the 
customary  pricing  unit  (e.g.,  cost  or 
profit  center)  with  respect  to  that  ag¬ 
gregation  of  products.  An  aggregation  of 
products  which  includes  more  than  one 
four-digit  SIC  code  or  an  aggregation  of 
products  of  less  than  one  four-digit  SIC 
code  may  be  used  provided  the  level  of 
aggregation  reflects  the  entity’s  custom¬ 
ary  pricing  unit  (e.g.,  cost  or  profit 
center)  with  respect  to  that  level  of  ag¬ 
gregation  chosen. 

“Profit  margin”  means  the  ratio  that 
operating  income  (net  sales  less  cost  of 
goods  sold  and  less  normal  and  generally 
recurring  costs  of  business  operations, 
interest  expense  on  long  and  short  term 
debt  determined  before  non-operating 
items,  extraordinary  items,  and  income 
taxes)  bears  to  net  sales  as  reported  on 
the  firm’s  financial  statement  or  its  fi¬ 
nancial  statement  as  restated  pursuant 
to  Subpart  I  prepared  in  accordance  with 
generally  accepted  accounting  principles 
consistently  applied.  For  purposes  of 
computing  a  profit  margin,  revenues  and 
costs  of  items  and  sales  exempt  pursuant 
to  §§  150.52,  150.53(b),  150.54(d)(3)  and 
(4)  and  150.56  and  revenues  and  costs 
attributable  to  insurance  transactions 
subject  to  the  provisions  of  Subpart  M, 
shall  be  excluded. 

“Public  utility”  means  a  firm  or  that 
part  of  a  firm  which  regularly  furnishes 
the  public  or  a  recognized  segment  of 
the  public  with  a  commodity  or  service 
which  is  of  public  consequence  and  need 
whether  or  not  that  firm  is  under  the 
jurisdiction  of  a  regulatory  agency,  in¬ 
cluding  gas,  electric,  telephone,  tele¬ 
graph,  public  transportation  by  vehicle 
or  pipeline,  water,  and  sewage  disposal 
services. 

“Real  estate  with  improvements” 
means  land  upon  which  there  is  a  struc¬ 
ture,  dwelling,  or  other  building.  It  does 
not  mean  land  on  which  roads,  water, 
sewer,  or  drainage  facilities  have  been 
constructed. 

“Rent”  means  any  price  for  the  use 
of  personal  property  of  any  description, 
including  any  charge  no  matter  how 
identified  in  a  lease  or  other  agreement, 
for  the  use  of  any  property  or  for  any 
service  in  connection  with  the  use  of 
leased  property. 

“Retailing”  means  the  trade  or  busi¬ 
ness  of  purchasing  property  and,  with¬ 
out  substantially  changing  the  form  of 
that  property,  reselling  it  to  ultimate 
consumers. 

“Sale”  includes  exchange,  transfer,  or 
other  disposition  in  return  for  valuable 
consideration. 

“Security”  means  any  note,  stock, 
treasury  stock,  bond,  debenture,  evidence 
of  indebtedness,  certificate  of  interest  or 
participation  in  any  profit-sharing  agree¬ 
ment,  collateral-trust  certificate,  pre¬ 
organization  certificate  or  subscription, 
transferable  share,  investment  contract, 
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voting-trust  certificate,  certificate  of  de¬ 
posit  for  a  security,  fractional  undivided 
interest  in  oil,  gas,  or  other  mineral 
rights  or  any  financial  or  net  leases  as 
defined  in  §  163(d)  (4)  (A)  of  the  Internal 
Revenue  Code  of  1954,  as  amended,  or, 
in  general,  any  interest  or  instrument 
commonly  known  as  a  “security”,  or  any 
certificate  of  interest  or  participation  in 
temporary  or  interim  certificate  for,  re¬ 
ceipt  for,  guarantee  of,  or  warrant  or 
right  to  subscribe  to  or  purchase,  any  of 
the  foregoing. 

“Service”  includes  any  work  or  activi¬ 
ties  performed  by  a  firm  for  a  person, 
other  than  in  an  employment  relation¬ 
ship,  and  also  includes  professional  work 
or  activities  of  any  kind  and  work  or 
activities  performed  by  membership  or¬ 
ganizations  for  which  dues  are  charged, 
and  the  leasing  or  licensing  of  property 
to  another  person. 

“Service  line”  means  (a)  a  service,  or 
(b)  an  aggregation  of  services  categor¬ 
ized  by  a  four-digit  Standard  Industrial 
Classification  (SIC)  code  if  that  is  the 
customary  pricing  unit  (e.g.,  cost  or  profit 
center)  with  respect  to  that  aggregation 
of  services.  An  aggregation  of  services 
which  includes  more  than  one  four-digit 
SIC  code  or  an  aggregation  of  services 
of  less  than  one  four-digit  SIC  code  may 
be  used  provided  the  level  of  aggregation 
reflects  the  entity’s  customary  pricing 
unit  (e.g.,  cost  or  profit  center)  with  re¬ 
spect  to  that  level  of  aggregation  chosen. 

“Service  activities”  means  the  trade  or 
business  of  selling  or  making  available 
services,  including  professional  service 
organizations,  nonprofit  organizations, 
governments,  and  government  agencies 
or  instrumentalities  which  carry  on  those 
activities. 

“State  and  local  governments”  means 
the  several  States  and  the  District  of 
Columbia,  a  municipality  or  other  polit¬ 
ical  subdivision,  authority,  commission, 
board,  district,  public  corporation  or 
other  agency  or  instrumentality  of  the 
several  States  and  the  District  of  Colum¬ 
bia  and  any  board,  commission,  agency, 
or  other  instrumentality  of  a  local  gov¬ 
ernment. 

“Transaction”  means  an  arms-length 
sale  or  lease  between  unrelated  persons 
and  is  considered  to  occur  at  the  time  of 
shipment  in  the  case  of  products  and  the 
time  of  performance  in  the  case  of  serv¬ 
ices. 

“Unconsolidated  entity”  means  a  firm 
directly  or  indirectly  controlled  by  a 
parent  but  not  consolidated  with  the  par¬ 
ent  for  purposes  of  financial  statements 
prepared  in  accordance  with  generally 
accepted  accounting  principles.  An  un¬ 
consolidated  entity  includes  any  firm 
consolidated  with  the  unconsolidated 
entity  for  purposes  of  financial  state¬ 
ments  prepared  in  accordance  with  gen¬ 
erally  accepted  accounting  principles.  An 
individual  shall  be  deemed  to  control  a 


firm  which  Is  directly  or  Indirectly  con¬ 
trolled  by  him  or  by  his  father,  mother, 
spouse,  children  or  grandchildren. 

“United  States”  means  the  several 
States  and  the  District  of  Columbia. 

“Unrelated  person”  means  a  person 
other  than  a  person  described  in  sec¬ 
tion  267(b)  of  the  Internal  Revenue  Code 
of  1954,  as  amended. 

“Wholesaling”  means  the  trade  or 
business  of  purchasing  property  and, 
without  substantially  changing  the  form 
of  that  property,  reselling  it  to  retailers 
for  resale  or  to  industrial,  commercial, 
institutional,  or  professional  business 
users. 

Subpart  C — Classifications 
§150.41  Price  category  I  firms. 

A  price  category  I  firm  is  a  firm  with 
annual  sales  or  revenues  of  $100  million 
or  more. 

§  150.42  Price  category  II  firms. 

A  price  category  n  firm  is  a  firm  with 
annual  sales  or  revenues  of  at  least  $50 
million  but  less  than  $100  million. 

§  150.43  Price  category  II  firms. 

A  price  category  m  firm  is  a  firm  with 
annual  sales  or  revenues  of  less  than  $50 
million. 

§  150.44  Applicability. 

For  purposes  of  this  subpart,  a  firm  in¬ 
cludes  a  parent  and  the  consolidated  and 
unconsolidated  entities  which  it  directly 
or  indirectly  controls. 

Subpart  D — Exemptions 
§  150.51  General. 

(a)  Price  adjustments  with  regard  to 
the  items  and  sales  described  in  this  sub¬ 
part  are  exempt  from  the  price  adjust¬ 
ment  requirements  prescribed  in  this 
part.  However,  revenues  received  from 
the  sale  of  exempt  items  or  from  exempt 
sales  are  included  in  a  firm’s  annual 
sales  or  revenues,  as  defined  in  §  150.31, 
for  all  purposes  including  determinations 
of  price  category  classification  and  ex¬ 
cept  as  provided  in  Subpart  B  for  pur¬ 
poses  of  computing  profit  margin. 

(b)  Small  business  firms  which  meet 
the  qualifications  prescribed  in  §  150.60 
are  exempt  from  and  not  included  in  the 
coverage  of  this  part. 

§  150.52  Agricultural  products,  seafood 
products,  and  raw  sugar  price  adjust¬ 
ments. 

(a)  General.  Subject  to  paragraph  (b) 
of  this  section,  the  sale  of  agricultural 
products  which  retain  their  original 
physical  form  and  have  not  been  proc¬ 
essed  is  exempt.  Processed  agricultural 
products  are  products  which  have  been 
canned,  frozen,  slaughtered,  milled,  or 
otherwise  changed  in  their  physical 
form.  Packaging  is  not  considered  a 
processing  activity.  Examples: 
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Exempt 

Live  cattle,  calves,  hogs,  sheep,  and  lambs — 
Live  poultry. 

Sheared  or  pulled  wool - — 

Mohair. 

Hay:  Bulk,  pelleted,  cubed,  or  baled - - 

Wheat _ _ — 

Sugar  beets  and  sugar  cane - ~ 

Maple  sap. 

All  seeds  for  planting - 

Raw  coffee  bean _ - 


Feed  grains  including: 

Corn  _ 

Sorghum _ 

Barley _ 

Oats _ 

Raw  milk _ 


Soybean  _ 

Leaf  tobacco _ 

Baled  cotton,  cotton  seed,  cotton  lint. 

Unmilled  rice _ 

Raw  peanuts:  shelled  and  unshelled. 


Fresh  hops. 

Stumpage  or  trees  cut  from  the  stump 


Nonexempt 

Carcasses  and  meat  cuts. 

Wool  products. 

Processed  and  blended  honeybutter  product. 

Dehydrated  alfalfa  meal  or  alfalfa  meal 
pellets. 

Flour. 

Refined  sugar. 

Seeds  processed  for  other  uses. 

Roasted  coffee  bean. 

Canned  and  frozen  vegetables. 

Dill  pickles. 

Packaged  slaw. 

Popped  popcorn. 

Mixed  feed. 

Cracked  corn. 

Rolled  barley. 

Rolled  oats. 

Pasteurized  milk  and  processed  products, 
such  as  butter,  cheese,  ice  cream. 

Frozen,  dried,  or  liquid  eggs. 

Soybean  meal  and  oil. 

Cigarettes  and  cigars. 

Cotton  yarn,  cottonseed  oil,  cottonseed  meal. 
Frozen  french  fries,  dehydrated  potatoes. 
Milled  rice. 

Roasted,  salted,  or  otherwise  processed  pea¬ 
nuts. 

Canned  or  freeze  dried  mushrooms. 

Millwork. 

Canned  fruit  or  Juices. 

Glazed  citrus  peel. 

Canned  grapes,  wine. 

Applesauce. 

Canned  prunes  and  prune  juice. 

Canned  olives. 

Floral  wreaths. 


Garden  plants. 


(b)  Exempt  first  sales.  (1)  Only  the 
first  sale  by  the  producer  or  grower  of 
those  agricultural  products  which  are  of 
a  type  sold  for  ultimate  consumption  in 
their  original  physical  form  is  exempt. 
Examples  of  these  products  are: 


Shell  eggs,  packaged 

Eggplant. 

or  loose. 

Brussels  sprouts. 

Raw  honeycomb 

Beets. 

honey. 

All  fresh  or  natural¬ 

Fresh  potatoes,  pack¬ 

ly  dried  fruits. 

aged  or  not. 

packaged  or  not, 

All  raw  nuts — shelled 

including: 

and  unshelled. 

Fresh  oranges. 

Fresh  mushrooms. 

Grapes  and  raisins. 

Fresh  mint. 

Apples. 

Dried  beans,  peas, 

Peaches. 

and  lentils. 

Strawberries. 

Unpopped  popcorn. 

Grapefruit. 

All  fresh  vegetables 

Pears. 

and  mellons  in¬ 

Lemons. 

cluding: 

Plums  and  prunes. 

Tomatoes. 

Cherries. 

Lettuce. 

Cranberries. 

Sweet  corn. 

Avocados. 

Onions. 

Blueberries. 

Green  beans. 

Apricots. 

Cantaloupe. 

Tangerines. 

Cucumbers. 

Olives,  uncured. 

Cabbage. 

Nectarines. 

Carrots. 

Raspberries. 

Watermelons. 

Blackberries. 

Green  peas. 

Figs. 

Asparagus. 

Tangelos. 

Pepper. 

Limes. 

Broccoli. 

Dates. 

Cauliflower. 

Papayas. 

Spinach. 

Bananas. 

Green  lima  beans. 

Pomegranates. 

Honeydews. 

Currants. 

Escarole. 

Persimmons. 

Garlic. 

Cut  flowers. 

Artichokes. 

(2)  The  first  sale  by  (i)  a  producer 
of  broilers  or  turkeys  or  (ii)  a  producer 
or  fisherman  of  raw  seafood  or  fresh 
water  products  including  those  which 
have  been  shelled,  shucked,  iced,  skinned, 
scaled,  eviscerated,  or  decapitated  is 
exempt. 

(3)  The  first  sale  of  the  following  items 
are  exempt: 

(i)  mint  oil, 

(ii)  maple  syrup  or  sugar, 

(iii)  dehydrated  fruits. 

(c)  Raw  sugar  prices.  Raw  sugar  price 
adjustments  which  are  controlled  under 
the  Sugar  Act  of  1948,  as  amended,  are 
exempt. 

§  150.53  Real  estate  and  insurance 
premiums. 

(a)  Real  estate. — (1)  Sales.  The  sales 
price  of  the  following  sales  of  real  estate 
are  exempt. 

(1)  Unimproved  real  estate. 

(ii)  Real  estate  with  improvements 
completed  prior  to  August  15,  1971. 

(iii)  Real  estate  with  improvements 
completed  on  or  after  August  15,  1971, 
if— 

(A)  The  sales  price  is  determined  after 
the  completion  of  construction;  or 

(B)  The  sales  price  is  determined  be¬ 
fore  the  completion  of  construction  and 
the  wrage  rates  estimated  by  the  builder 
at  the  time  the  price  is  determined  are 
not  subsequently  reduced  by  any  action 
under  the  Economic  Stabilization  Pro¬ 
gram. 

(2)  Rentals.  All  rent  charged  for  the 
rental  of  real  property,  except  for  rent 


charged  by  a  gasoline  manufacturer  for 
the  rental  of  a  retail  gasoline  station  to  a 
retailer  of  gasoline,  are  exempt. 

(b)  Insurance  premiums.  (1)  Premi¬ 
ums  charged  for  the  following  lines  of 
insurance  purchased  or  renewed  after 
November  13, 1971,  are  exempt. 

(1)  Reinsurance  of  all  kinds. 

(ii)  Ocean  marine  insurance. 

(iii)  Inland  marine  insurance  on  a  bid 
basis  applicable  to  facilities  of  transpor¬ 
tation  and  communication. 

(iv)  Life  insurance,  annuities,  and  en¬ 
dowments  (including  individual  and 
group  contracts  of:  Ordinary  and  term 
life  insurance,  fixed  and  variable  annui¬ 
ties,  and  endowments  of  all  kinds) ;  but 
excluding  credit  life  insurance  of  any 
kind. 

(v)  Individually  negotiated  and  rated 
insurance  contracts  written  in  excess  of 
a  self-insured  retention  of  at  least 
$100,000. 

(2)  Premiums  charged  for  the  follow¬ 
ing  sublines  of  aviation  insurance  pur¬ 
chased  or  renewed  after  September  1, 
1972,  are  exempt. 

(1)  Hull  insurance. 

(ii)  Liability  insurance  for  bodily  in¬ 
jury  (excluding  passenger  hazard) 
caused  by  an  aircraft. 

(iii)  Liability  insurance  for  property 
damage  caused  by  an  aircraft. 

§  150.54  Certain  price  adjustments. 

(a)  Federal  and  State  and  local  gov¬ 
ernments.  (1)  Prices  charged  for  any 
work,  service,  publication,  report,  docu¬ 
ment,  benefit,  privilege,  authority,  use, 
franchise,  license,  permit,  certificate, 
registration,  or  similar  thing  of  value  or 
utility,  (other  than  postal  rates)  per¬ 
formed,  furnished,  provided,  granted, 
prepared,  issued,  or  transferred  by  any 
Federal  department,  agency,  or  other  in¬ 
strumentality  including  any  wholly 
owned  Government  corporations  as  de¬ 
fined  in  the  Government  Corporation 
Control  Act  of  1945,  as  amended,  but  not 
including  the  U.S.  Postal  Service  and  the 
Postal  Rate  Commission  are  exempt. 

(2)  Prices  and  fees  charged  by  State 
and  local  governments  for  any  work, 
service,  publication,  report,  document, 
benefit,  privilege,  authority,  use,  fran¬ 
chise,  license,  permit,  certificate,  regis¬ 
tration,  facilities,  materials,  or  similar 
thing  of  value  or  utility,  performed,  furn¬ 
ished,  provided,  granted,  prepared,  is¬ 
sued,  or  transferred  including  tuition  and 
other  charges  for  schools,  colleges,  and 
universities  owned  or  operated  by  a  State 
and  local  government,  are  exempt,  ex¬ 
cept,  however,  that  fees  or  charges  for 
health  services  (but  not  health  service 
fees  levied  on  all  students  as  a  condition 
of  enrollment)  are  not  exempt  under  the 
provisions  of  this  section. 

(b)  Tuition  fees  of  private  nonprofit 
educational  organisations.  Tuition  fees 
and  other  charges  by  private  schools, 
colleges,  and  universities  not  operated 
for  profit,  are  exempt,  except  that:  (1) 
Fees  and  charges  resulting  in  income 
which  is  subject  to  tax  under  Part  III 
of  Subchapter  F  of  the  Internal  Revenue 
Code  of  1954,  as  amended,  as  unrelated 
business  taxable  income  and  (2)  medi¬ 
cal  fees  and  charges,  other  than  a  health 
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service  fee  levied  on  all  students  as  a 
condition  of  enrollment,  are  not  exempt 
under  the  provisions  of  this  section. 

(c)  Custom  products  and  services.  (1) 
The  prices  charged  for  the  following 
products  when  custom  made  to  individ¬ 
ual  order  are  exempt. 

(1)  Leather  goods. 

(ii)  Wigs  and  toupees. 

(iii)  Fur  apparel. 

(iv)  Jewelry. 

(2)  The  prices  charged  for  the  fol¬ 
lowing  custom  services  when  provided  to 
individual  order  are  exempt. 

(1)  Tailoring  of  clothing. 

(ii)  Framing  of  pictures  and  mirrors. 

(iii)  Taxidermy. 

(d)  Exports,  imports,  ocean  shipping 
rates,  and  foreign  air  transportation.  (1) 
The  prices  charged  for  export  sales  in¬ 
cluding  the  sale  of  products  to  a  domestic 
purchaser  who  certifies  that  the  product 
is  for  export  are  exempt. 

(2)  The  prices  charged  for  imports, 
but  only  the  first  sale  into  U.S.  com¬ 
merce  are  exempt. 

(3)  The  rates  charged  for  interna¬ 
tional  ocean  shipping  are  exempt. 

(4)  All  rates,  fares,  and  charges  for 
foreign  air  transportation  (as  defined  by 
the  Federal  Aviation  Act,  49  USC  1301 
(21) )  which  are  set  forth  in  tariffs  filed 
with  the  Civil  Aeronautics  Board  or 
which  are  established  or  approved  by 
the  Civil  Aeronautics  Board  are  exempt. 

(e)  Damaged  or  used  products.  The 
prices  charged  for  damaged  or  used 
products  other  than  products  which  have 
been  rebuilt,  repackaged,  baled,  reassem¬ 
bled,  or  otherwise  processed  are  exempt. 

(f)  Government  property.  (1)  The 
prices  charged  for  abandoned  or  confis¬ 
cated  property  sold  by  any  Federal 
agency  or  State  and  local  government 
pursuant  to  authorization  of  a  court  are 
exempt. 

(2)  Prices  charged  for  property  sold 
by  the  United  States,  Including  lease- 
sales  are  exempt. 

(g)  Transactions  in  gold.  Prices 
charged  for  transactions  in  gold  on  the 
domestic  market  under  license  from  the 
Secretary  of  the  Treasury  pursuant  to 
the  Gold  Reserve  Act  of  1934  as  amended, 
and  regulations  issued  pursuant  thereto 
are  exempt. 

(h)  Securities  and  financial  instru¬ 
ments.  (1)  Securities  as  defined  in 
§  150.31  are  exempt. 

(2)  Commercial  paper  is  exempt. 

(3)  Commodity  futures  sold  on  an  or¬ 
ganized  commodities  exchange  but  not 
including  the  commodity  (unless  other¬ 
wise  exempt)  are  exempt. 

(i)  Brokerage  fees.  Brokerage  fees, 
charged  for  the  purchase  or  sale  of  secu¬ 
rities  or  commodity  futures  are  exempt. 

(j)  Fees  and  charges  imposed  by  In¬ 
dian  Tribal  Councils.  Prices  charged  for 
any  work,  service,  publication,  report, 
document,  benefit,  privilege,  authority, 
use.  franchise,  license,  permit,  certificate, 
registration,  commodity,  or  similar  thing 
of  value  or  utility,  performed,  furnished, 
sold,  leased,  provided,  granted,  prepared, 
issued,  or  transferred  by  any  Indian 
Tribal  Council  which  is  formally  recog¬ 
nized  by  a  State  or  the  Federal  Govern¬ 


ment  are  exempt  whether  or  not  all  or 
part  of  a  particular  transaction  takes 
place  on  or  off  Indian  Tribal  lands. 

(k)  U.S.  tanker  rates.  Rates  for  trans¬ 
portation  by  tank  vessels  in  the  coast¬ 
wise  trade  are  exempt. 

(l)  Small  retailing  or  restaurant  activ¬ 
ities.  Price  adjustments  of  firms  with  an¬ 
nual  sales  or  revenues  of  less  than 
$100,000  which  are  primarily  engaged  in 
retailing  or  restaurant  activities  are 
exempt. 

(m)  Silver.  Prices  charged  for  (1) 
commercial  grade  silver  in  refining 
shapes,  (2)  silver  content  in  ores  and 
dore,  (3)  silver  coins,  and  (4)  other  forms 
of  silver  sold  for  manufacturing  or  pro¬ 
fessional  uses  are  exempt. 

(n)  Long-term  coal  contracts.  Prices 
charged  for  coal  under  any  contract  to 
provide  coal  over  a  period  of  at  least  five 
years  to  a  public  utility  are  exempt. 

(o)  Lumber.  Prices  charged  for  lumber 
or  wood  products  described  in  the  Stand¬ 
ard  Industrial  Classification  Manual, 
1972  edition,  under  Industry  Code  2411, 
2421,  2426,  2429,  2435,  2436,  2439  or  2492 
and  hardboard  tempered  or  untempered 
are  exempt. 

(p)  Copper  scrap.  Prices  charged  for 
copper  scrap  and  copper  based  alloy 
scrap  are  exempt. 

§  150.55  Miscellaneous. 

(a)  Royalties  and  other  payments 
from  the  sale  of  copyrights,  manuscripts, 
and  like  materials  prepared  for  publica¬ 
tion  are  exempt. 

(b)  Dues  paid  to  a  nonprofit  organiza¬ 
tion  are  exempt. 

(c)  The  prices  charged  for  the  follow¬ 
ing  items  are  exempt: 

(1)  Antiques  and  art  objects  including 
paintings,  etchings,  and  sculptures. 

(2)  Collectors  coins  and  stamps. 

(3)  Rocks  and  stone  specimens  includ¬ 
ing  precious  stones  and  mountings  into 
which  precious  stones  are  set. 

(4)  Handicraft  objects. 

(d)  Price  adjustments  made  by  pro¬ 
ducers  or  distributors  of  motion  pictures 
and  television  productions  for  motion 
pictures  and  television  productions  are 
exempt. 

§  150.56  Public  utilities. 

Rate  increases  for  commodities  or 
services  provided  by  a  public  utility  are 
exempt. 

§  150.60  Small  Businesses:  Exemption 
of  firms  with  60  or  fewer  employees. 

(a)  Applicability  to  firms  existing  on 
or  before  March  31,  1973.  (1)  General. 
Subject  to  the  provisions  of  paragraphs 
(a)  (2)  and  (3)  of  this  section,  any  firm, 
existing  on  or  before  March  31,  1973, 
including  a  local  government,  with  an 
average  of  60  or  fewer  employees  (de¬ 
termined  as  provided  in  paragraph  (a) 
(3)  of  this  section)  is  exempt  from  and 
not  included  in  the  coverage  of  this  part. 

(2)  Exemption  not  applicable.  The  ex¬ 
emption  provided  for  in  paragraph  (a) 
(1)  of  this  section  shall  not  be  applicable 
to: 

(1)  A  firm  which  in  its  fiscal  year  end¬ 
ing  prior  to  August  13,  1973,  had  annual 
sales  or  revenues  of  $50  million  or  more; 


(ii)  A  firm  which  on  August  12,  1973, 
was  an  institutional  or  noninstitutional 
provider  of  health  services  as  defined  in 
Subpart  O; 

(iii)  A  firm  which  on  August  12,  1973, 
was  engaged  in  construction  operations 
as  defined  in  Subpart  N; 

(iv)  A  firm,  if  the  pay  adjustments 
immediately  preceding  August  13,  1973, 
applicable  to  or  affecting  50  percent  or 
more  of  its  employees,  were  set  by  a 
master  employment  or  other  employ¬ 
ment  contract  which  was  negotiated  on 
a  joint  or  association  basis  or  on  an 
industry,  area,  group,  or  other  similar 
basis  and  which  covered  more  than  60 
employees; 

(v)  A  firm  which  is  engaged  in  the 
business  of  selling  “covered  products’’  as 
defined  in  Subpart  L. 

(3)  Determination  of  average  number 
of  employees.  The  average  number  of 
employees  for  firms  in  existence  on  or 
before  March  31,  1973,  shall  be  computed 
by  dividing  the  sum  of  the  number  of 
employees  employed  in  the  pay  periods 
which  included  September  30,  and  De¬ 
cember  31,  1972,  and  March  31,  and  June 
30,  1973,  by  the  number  of  such  pay 
periods  for  which  any  such  firm  wras  in 
existence. 

(b)  Applicability  to  firms  coming  into 
existence  on  or  after  April  1,  1973. — (1) 
General.  Subject  to  the  provisions  of 
paragraphs  (b)  (2)  and  (3)  of  this  sec¬ 
tion,  price  adjustments  of  any  firm  com¬ 
ing  into  existence  on  or  after  April  1, 
1973,  including  a  local  government,  with 
an  average  of  60  or  fewer  employees  (de¬ 
termined  as  provided  in  paragraph  (b) 
(3)  of  this  section)  are  exempt  from  and 
not  included  in  the  coverage  of  this  title. 

(2)  Exemption  not  applicable.  The  ex¬ 
emption  provided  for  in  paragraph  (b) 
(1)  of  this  section  shall  not  be  applicable 
to: 

(i)  A  firm  which  at  any  time  during 
its  first  four  calendar  quarters  after  June 
30,  1973,  had  annual  sales  or  revenues  of 
$50  million  or  more; 

(ii)  A  firm  which  at  any  time  during 
its  first  four  calendar  quarters  after 
June  30,  1973,  was  an  institutional  or 
noninstitutional  provider  of  health 
services  as  defined  in  Subpart  O; 

(iii)  A  firm  which  at  any  time  during 
its  first  four  calendar  quarters  after  June 
30,  1973,  was  engaged  in  construction 
operations  as  defined  in  Subpart  N; 

(iv)  A  firm,  if  the  pay  adjustment  at 
any  time  during  its  first  four  calendar 
quarters  after  June  30, 1973,  applicable  to 
or  affecting  50  percent  or  more  of  its  em¬ 
ployees,  were  set  by  a  master  employ¬ 
ment  or  other  employment  contract 
which  was  negotiated  on  a  joint  or  as¬ 
sociation  basis  or  on  an  industry,  area, 
group  or  other  similar  basis  and  which 
covered  more  than  60  employees; 

(v)  A  firm  which  is  deemed  to  have 
an  average  of  more  than  60  employees  in 
any  calendar  quarter  in  its  first  four  cal¬ 
endar  quarters,  including  its  fourth  cal¬ 
endar  quarter,  after  June  30,  1973; 

(vi)  A  firm  which  is  engaged  in  the 
business  of  selling  “covered  products” 
as  defined  in  Subpart  L. 
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(3)  Determination  of  average  number 
of  employees.  The  average  number  of  em¬ 
ployees  for  firms  coming  into  existence 
on  or  after  April  1,  1973,  shall  be  com¬ 
puted  as  follows : 

(i)  For  its  first  calendar  quarter  after 
June  30,  1973,  the  average  number  of 
employees  shall  be  deemed  to  be  60  or 
fewer  until  such  time  as  the  number  of 
employees  in  that  first  calendar  quarter 
after  June  30,  1973,  exceeds  60; 

(ii)  If  the  firm  was  deemed  to  have 
an  average  of  60  or  fewer  employees  in 
the  pay  period  which  included  the  last 
day  of  its  first  calendar  quarter  after 
June  30,  1973,  it  shall  be  deemed  to  have 
60  or  fewer  employees  during  its  sec¬ 
ond  calendar  quarter  after  June  30, 1973; 

(iii)  A  firm  shall  compute  its  average 
number  of  employees  for  its  third  cal¬ 
endar  quarter  after  June  30,  1973,  by  di¬ 
viding  by  two  the  sum  of  the  number  of 
employees  employed  in  the  pay  period 
which  included  the  last  day  of  its  first 
two  calendar  quarters  after  June  30, 
1973; 

(iv)  A  firm  shall  compute  its  average 
number  of  employees  for  its  fourth  cal¬ 
endar  quarter  after  June  30,  1973,  by 
dividing  by  three  the  sum  of  the  number 
of  employees  employed  in  the  pay  period 
which  included  the  last  day  of  its  first 
three  calendar  quarters  after  June  30, 
1973;  and 

(v)  If  the  firm’s  average  number  of 
employees  was  deemed  to  be  60  or  fewer 
for  its  first  four  calendar  quarters  after 
June  30,  1973,  its  average  number  of  em¬ 
ployees  shall  be  permanently  established 
for  the  purpose  of  this  paragraph  by  di¬ 
viding  by  four  the  sum  of  the  number  of 
employees  employed  in  the  pay  period 
which  included  the  last  day  of  its  first 
four  calendar  year  quarters  after 
June  30,  1973. 

(c)  Definitions.  As  used  In  this 
section — 

“Employee”  means  any  person  resid¬ 
ing  in  and  employed  in  the  several  States 
or  the  District  of  Columbia  for  whom  an 
employer  is  required  to  pay  taxes  im¬ 
posed  pursuant  to  the  Federal  Insurance 
Contributions  Act,  1939,  as  amended,  26 
USC  3101  (FICA) ,  and  any  person  other¬ 
wise  excluded  from  FICA  coverage,  who 
(1)  performs  services  for  any  firm  as  an 
agent-driver,  or  commission-driver  en¬ 
gaged  in  the  distribution  of  milk  for  his 
principals;  or  (2)  is  defined  as  an  “em¬ 
ployee”  in  26  USC  3121(d). 

“Local  government”  includes  any  town, 
village,  city,  or  similar  entity  which  was 
incorporated  by  authority  of  the  State 
and  which  has  and  exercises  local  legis¬ 
lative  powers,  and  any  county,  town, 
township,  or  similar  entity  which  is  a 
subdivision  of  the  State  or  county  and 
which  possesses  and  exercises  some 
powers  of  local  self-government;  any 
school  district  which  is  an  independent 
governmental  unit  and  any  special  dis¬ 
trict  classified  as  an  independent  govern¬ 
mental  unit  created  for  the  sole  purpose 
of  performing  one  or  more  municipal 
functions.  An  “independent  '  govern¬ 
mental  unit”  is  one  which  meets  the  cri¬ 
teria  for  classifying  governmental  units 


used  by  the  Department  of  Commerce, 
U.S.  Bureau  of  the  Census,  in  the  1967 
Census  of  Governments,  “Governmental 
Organizations,”  beginning  at  p.  13. 

Subpart  E — Manufacturing  and  Service 
Activities 

§  150.71  Scope. 

(a)  Except  as  otherwise  provided  in 
this  part,  this  subpart  applies  to  all  firms 
engaged  in  manufacturing  or  service 
activities,  or  both. 

(b)  A  firm  which  is  subject  to  this  sub¬ 
part  and  which  is  also  engaged  in  whole¬ 
saling  or  retailing,  or  both,  is  subject 
to  the  requirements  of  Subpart  K  of  this 
part  with  respect  to  its  wholesaling  and 
retailing  operations.  However,  if  the 
sales  or  revenues  derived  from  whole¬ 
saling  and  retailing  activities  amounted 
to  both  less  than  $50  million  and  less 
than  10  percent  of  the  firm’s  total  manu¬ 
facturing  or  service  revenues  subject  to 
this  section  in  the  most  recently  ended 
fiscal  year,  the  firm  may,  at  its  option, 
treat  its  wholesale  and  retail  operations 
for  pricing  and  reporting  purposes  as 
manufacturing  or  service  activities. 

§  150.72  Definitions. 

For  purposes  of  this  subpart,  “Ad¬ 
justed  Freeze  Price”  of  an  item  means — 

(a)  the  freeze  price  of  that  item  as 
defined  in  §  140.2  of  this  chapter,  except 
that  temporary  special  sales,  deals  and 
allowances  in  effect  during  the  freeze 
base  period  may  be  excluded  in  com¬ 
puting  the  freeze  price; 

(b)  in  the  case  of  a  seasonal  item 
priced  in  accordance  with  §  140.13(d)  (2) 
of  this  chapter,  the  highest  price  law¬ 
fully  charged  for  that  item  before 
August  13,  1973,  except  that  when  that 
price  is  reduced  to  the  nonseasonal  price 
as  required  by  §  140.13(e)  of  this  chap¬ 
ter  that  reduced  price  becomes  the  ad¬ 
justed  freeze  price  for  that  item; 

(c)  in  the  case  of  an  imported  item 
priced  in  accordance  with  §  140.14  of  this 
chapter,  the  highest  price  lawfully 
charged  for  that  item  before  August  13, 
1973;  and 

(d)  in  the  case  of  an  item  priced  pur¬ 
suant  to  an  exception  granted  pursuant 
to  Subpart  H  of  Part  140  of  this  chap¬ 
ter,  the  highest  price  lawfully  charged 
for  that  item  before  August  13,  1973. 

§  150.73  Price  increases. 

(a)  Any  price  may  be  charged  for  an 
item  which  does  not  exceed  the  adjusted 
freeze  price  of  that  item  or  the  base  price 
of  that  item,  whichever  is  higher. 

(b)  In  cases  where  the  adjusted  freeze 
price  is  in  excess  of  the  base  price,  a 
price  in  excess  of  the  adjusted  freeze 
price  of  an  item  may  be  charged  only 
if  the  full  extent  of  the  price  charged 
above  the  base  price,  including  all  incre¬ 
mental  price  increases  charged  after  the 
last  day  of  the  base  price  period,  is  cost- 
justified  in  accordance  with  paragraph 

(c)  of  this  section  and  the  requirements 
of  §§  150.74,  150.75,  150.77  and  150.11 
have  been  met. 

(c)  In  cases  where  the  base  price  is  in 
excess  of  the  adjusted  freeze  price,  a 


price  in  excess  of  the  base  price  of  an 
item  in  a  product  line  or  service  line  may 
be  charged  only  to  recover  on  a  dollar- 
for-dollar  basis  those  net  increases  in  al¬ 
lowable  costs  that  have  been  incurred 
with  respect  to  that  product  line  or  serv¬ 
ice  since  the  base  cost  period  and  which 
the  firm  concerned  continues  to  incur, 
subject  to  §§  150.74,  150.75,  150.77  and 
150.11. 

(d)  For  the  purpose  of  determining 
whether  net  allowable  costs  have  been  in¬ 
curred  which  permit  the  charging  of  a 
price  in  excess  of  the  base  price,  base 
costs  shall  be  compared  with  current 
costs.  Current  costs  which  exceed  base 
costs  may  be  used  to  justify  a  price  in 
excess  of  the  base  price. 

§  150.74  Appliration  of  price  increases. 

(a)  A  price  category  I  firm  which  is 
subject  to  the  prenotification  require¬ 
ments  of  Subpart  H  of  this  part  may  not 
increase  prices  pursuant  to  this  subpart 
until  it  complies  with  those  require¬ 
ments. 

(b)  A  firm  which  is  authorized  to 
charge  a  prenotified  percentage  price 
increase  pursuant  to  Subpart  H  of  this 
part,  and  any  other  firm  which  qualifies 
to  charge  a  percentage  price  increase 
with  respect  to  a  product  line  or  service 
line  by  virtue  of  cost  justification  de¬ 
termined  in  accordance  with  this  part, 
shall  apply  that  percentage  price  in¬ 
crease  on  a  weighted  average  basis  (in 
accordance  with  instructions  which  ac¬ 
company  forms  issued  pursuant  to  Sub¬ 
part  H  of  this  part)  so  that,  for  any  fis¬ 
cal  quarter,  the  weighted  average  of  all 
price  increases  and  price  decreases  in 
that  line  does  not  exceed  that  percent¬ 
age  price  increase.  However,  the  maxi¬ 
mum  price  which  may  be  charged  for 
any  one  item  in  that  line  may  not  exceed 
110  percent  of  the  base  price  or  110  per¬ 
cent  of  the  adjusted  freeze  price  of  that 
item  (whichever  is  greater)  plus  the 
amount  which  results  from  multiplying 
the  base  price  or  the  adjusted  freeze 
price  of  that  item  (whichever  is  greater) 
by  the  percentage  of  cost  justification 
determined  in  accordance  with  this  part 
with  respect  to  that  product  line  or  serv¬ 
ice  line. 

§  150.75  Price  reductions. 

A  price  charged  in  excess  of  the  high¬ 
est  price  authorized  by  §  150.73(a)  may 
continue  to  be  charged  only  as  long  as 
the  net  increases  in  allowable  costs 
which  support  that  price  in  excess  of  the 
highest  price  authorized  by  §  150.73(a) 
continue  to  be  incurred.  Price  reductions 
shall  be  made  whenever  and  to  the  ex¬ 
tent  necessary  to  assure  that,  for  any 
fiscal  quarter,  the  weighted  average  of 
all  price  increases  and  price  decreases  in 
a  product  line  or  service  line  does  not 
exceed  the  percentage  of  cost  justifica¬ 
tion  for  that  line. 

§  150.76  Certain  contracts. 

The  price  or  prices  specified  in  a  con¬ 
tract  for  the  sale  of  an  item  entered  into 
before  9  p.m.,  e.s.t.,  June  13,  1973,  with 
respect  to  any  delivery  or  performance 
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occurring  after  August  12,  1973,  and  be¬ 
fore  January  1,  1974,  shall  be  allowable 
notwithstanding  §  150.73. 

§  150.77  Productivity  gains. 

(a)  Calculation  of  productivity  gains: 
Manufacturing  activities — (1)  General. 
Increases  in  allowable  costs  shall  be  re¬ 
duced  to  reflect  productivity  gains.  For 
the  purposes  of  determining  whether  a 
price  may  be  increased  under  any  pro¬ 
vision  of  this  part  with  respect  to  manu¬ 
facturing  activities,  productivity  gains 
shall  be  calculated  on  the  basis  of  the 
average  percentage  gain  in  the  appli¬ 
cable  industrial  category,  as  set  forth  in 
the  table  in  Appendix  A  to  this  subpart. 
To  the  extent  provided  in  the  table  in 
Appendix  A,  productivity  gains  shall  be 
taken  into  account  in  the  calculation  of 
all  price  increases  during  any  fiscal  year 
but  only  until  the  full  productivity  off¬ 
set,  derived  from  Appendix  A  and  calcu¬ 
lated  under  paragraph  (a)(2)  of  this 
section,  has  been  used  wTithin  that  fiscal 
year. 

(2)  Calculation,  (i)  For  the  purposes 
of  determining  the  extent  to  which  a 
price  increase  is  justified,  each  firm  en¬ 
gaged  in  manufacturing  shall  calculate 
the  sum  of  all  of  its  labor  costs  (of  the 
type  required  to  be  included  as  costs  in 
reporting  and  prenotification  forms  is¬ 
sued  pursuant  to  Subpart  H  of  this  part, 
whether  or  not  such  forms  are  required 
to  be  filed)  as  a  percentage  of  sales  for 
the  product  line  concerned,  and  shall 
multiply  that  percentage  by  the  average 
annual  rate  of  productivity  gain  for  the 
applicable  industrial  category,  as  set 
forth  in  the  table  in  Appendix  A  to  this 
subpart.  The  result  is  the  productivity 
gain,  stated  as  a  percentage,  by  which 
the  total  cost  increase  must  be  reduced 
in  order  to  be  an  allowable  cost  for  the 
purposes  of  a  price  increase  under  this 
part. 

(ii)  If  the  product  line  concerned  ex¬ 
tends  to  more  than  one  industrial  cate¬ 
gory,  the  average  percentage  gain  in  pro¬ 
ductivity  in  each  category  must  be 
weighted  in  proportion  to  the  ratio  which 
its  estimated  sales  in  each  industrial 
category  for  the  most  recently  completed 
fiscal  quarter  bears  to  the  total  sales  of 
that  product  line  for  that  quarter. 

(3)  Subsidiaries,  etc.,  not  included. 
This  paragraph  does  not  apply  to  a 
wholesale,  retail  or  service  subsidiary,  di¬ 
vision,  affiliate,  or  similar  entity  that  is 
a  part  of,  or  is  directly  or  indirectly  con¬ 
trolled  by,  a  firm  engaged  in  manufac¬ 
turing. 

(b)  Calculation  of  productivity  gains: 
service  activities.  For  the  purpose  of  de¬ 
termining  the  extent  to  which  a  price 
increase  is  justified,  each  firm  engaged 
in  service  activities  shall  reduce  increases 
in  costs  to  reflect  productivity  gains  in 
accordance  with  instructions  which  ac¬ 
company  forms  issued  pursuant  to  Sub¬ 
part  H  of  this  part. 


Arrnnxx  to  Bvbtabt  S 


iTRAGI  AHNTJAL  RAT*  OF  mODUCTTTrTT  GAIN  BT  8TANO- 
1U  IWDVSTRIAi  CLASSinCATTO*  («9 


SIC  Rata 
(l»#7n  (%)** 


Iron  ores _ z. 

Copper  ores _ _ 

Lead  and  sine  ores.. 

Gold  and  silver  ores. 

Bauxite  and  other  aluminum  ores _ z 

Ferroalloy  ores,  except  vanadium _ ; 

Metal  mining  services _ 

Miscellaneous  metal  ores., 

Anthracite  mining _ 

Bituminous  coal  and  lignite  mining _ 

Oil  and  gas  extraction . . 

Nonmetallic  minerals,  except  fuels. 

Contract  construction... . . 15,16,17 

Residential  structures  (public  and 

private)... . . 

Nonresidcntial  (except  highways 

and  sewers) _ 

Highways _ _ _ 

Sewers _ 

Ordnance  and  accessories  (except  1925, 

1931,  1941) . 

Complete  guided  missiles . . 

Tank  and  tank  components _ 

Sighting  and  fire  control  equipment... 

Meat  packing  plants _ _ _ _ _ 

Sausages  and  other  prepared  meats _ 

Poultry  dressing  plants _ 

Creamery  butter _ 

Cheese,  natural  and  processed _ 

Condensed  and  evaporated  milk.... 

Ice  cream  and  frozen  desserts _ 

Fluid  milk _ _ 

Canned  and  cured  sea  foods _ 

Canned  specialties _ 

Canned  fruits  and  vegetables _ I 

Dehydrated  food  products . . 

Pickles,  sauces,  salad  dressings _ 

Fresh  or  frozen  packaged  fish . 

Frozen  fruits  and  vegetables . 

Flour  and  other  grain  mill  products. _ 

Prepared  feeds  for  animals  and  fowls _ 

Cereal  preparations _ 

Rice  milling . . ” 

Blended  and  prepared  flour _ 

Wet  corn  milling . . . . 

Bread,  cake  and  related  products 

Cookies  and  crackers _ 

Raw  cane  sugar _ *_ 

Cane  sugar  refining . . . 

Beet  sugar . . . . 

Confectionery  products . _” 

Chocolate  and  cocoa  products... 

Chewing  gum _ 

Malt  liquors _ 

Malt . 

Wines,  brandy,  and  brandy  spirits 
Distilled  liquor,  except  brandy.. 

Bottled  and  canned  soft  drinks.. 

Flavoring  extracts  and  sirups,  nec 

Cottonseed  oil  mills _ 

Soybean  oil  mi  11s _ 

Vegetable  oil  mills,  nec _ 

Animal  and  marine  fats  and  oils. 

Roasted  coffee _ _ _ 

Shortening  and  cooking  oils.. ..I 

Manufactured  ice . . . . 

Macaroni  and  spaghetti . . 

Food  preparations,  nec . . 

Cigarettes . . . . 

Cigars . . . . 

Chewing  and  smoking  tobacco _ 

Tobacco  stemming  and  redrying. 

Weaving  mills,  cotton _ 

Weaving  mills,  synthetics . . 

Weaving  and  finishing  mills,  wool. .: _ : 

Narrow  fabric  mills . . . . .... _ : 

Women’s  hosiery,  except  socks _ 

Hosiery,  nec _ z.z 

Knit  outerwear  mills _ _ 

Knit  underwear  mills _ 

Knit  fabric  mills _ _ _ ... 

Knitting  mills,  nec _ 

Finishing  plants,  cotton _ •_ _ _ 

Finishing  plants,  synthetic _ _ _ 

Finishing  plants,  nec... 

Woven  carpets  and  rugs 

Tufted  carpets  and  rugs... _ 

Carpets  and  rugs,  nec _ _ _ .., 

Yarn  mills,  except  wool _ _ 

Throwing  and  winding  mills 

Wool  yarn  mills _ 

Thread  mills _ .... _ 

Felt  goods,  nec _ 


101 

102 

103 

104 

105 

106 
108 
109 

11 

12 

13 

14 

15,16,17 

3.9 

2. 4 
2.4 
2.4 

2.4 

2.4 

2.4 

24 

22 

4.9 

3.8 

3.9 

2.0 

1.6 

1.0 

1.5 

19 

24 

1925 

29 

1931 

4.2 

1941 

4.4 

2011 

4.7 

2013 

21 

2015 

21 

2021 

5.6 

2022 

2.4 

2023 

2.5 

2024 

4.2 

2026 

3.2 

2031 

2.8 

2032 

3.5 

2033 

3.6 

2034 

1.8 

2035 

3  0 

2036 

2.9 

2037 

2.6 

2041 

4.7 

2042 

4.6 

2043 

2.8 

2044 

5.9 

2045 

1.1 

2046 

4.6 

2051 

3.2 

2052 

3.2 

2061 

4.4 

2062 

6.2 

2063 

2.9 

2071 

3.4 

2072 

25 

2073 

3.8 

2082 

6.2 

2083 

2.0 

2084 

22 

2085 

6.2 

2086 

4.2 

2087 

4.4 

2091 

4.3 

2092 

5.9 

2093 

0.0 

2094 

6.7 

2095 

1.6 

2096 

1.5 

2097 

1.6 

2098 

0.7 

2099 

1.6 

2111 

1.9 

2121 

5.0 

2131 

0.0 

2141 

0.0 

2211 

3.0 

2221 

3.5 

2231 

29 

2241 

26 

2251 

6.0 

2252 

6.0 

2253 

2.0 

2254 

2.7 

2256 

6.2 

3 

2259 

3.3 

3 

2261 

3.8 

2262 

26 

2269 

2  9 

— 

2271 

4.1 

2272 

6.7 

2279 

8.8 

2281 

4.2 

j 

2282 

8.6 

2283 

3.5 

_• 

2284 

26 

.2 

2291 

26 

Appbndix  to  Subpart  E — Continued 


SIC  Rate 
(19671  (%)*• 


Lace  goods. __z. _ __z _ _ _ _ 

Padding  and  upholstery  filling _ 

Processed  textile  waste _ z.z _ 

Coated  fabrics,  not  rubberized _ 

Tire  cord  and  fabric _ 

Scouring  and  combing  plants . . 

Cordage  and  twine _ ; _ . 

Textile  goods,  nec . . 

Men’s  and  boys’  suits  and  coats . . 

Men’s  and  boy’s  shirts  and  nightwear _ 

Men’s  and  boys’  underwear _ 

Men’s  and  boys’  neckwear _ 

Men’s  and  boys’  separate  trousers _ 

Men’s  and  boys’  work  clothing _ 

Men’s  and  boys’  clothing,  nec _ 

Women’s  and  misses'  blouses  and  waists. 

Women’s  and  misses’  dresses _ 

Women’s  and  misses’  suits  and  coats _ 

Womens  and  misses’  outerwear,  nec _ 

Women’s  and  children's  underwear _ 

Corsets  and  allied  garments . 

Millinery _ _ 

Hats  and  caps,  except  millinery”..!!!! 

Chilren’s  dresses  and  blouses _ 

Children’s  coats  and  suits _ 

Children's  outerwear,  nec _ ".  .  ... 

Fur  goods . . . 

Fabric  dress  and  work  gloves _ 

Robes  and  dressing  gowns _ 

Waterproof  outer  garments _ 

leather  and  sheep  lined  clothing . 

Apparel  belts . . 

Apparel  and  accessories,  nec.  ....... 

Curtains  and  draperies . 

Housefurnishings,  nec-- . 

Textile  bags . .  . . ~ 

Canvas  products...!””” 

Pleating  and  stitching...!!!!!!!!!!!!!” 

Atjto!P0*''ve  and  apparel  trimmings _ 

Schiflli  machine  embroideries . . 

Fabricated  textile  products,  nec _ 

Logging  camps,  and  logging  contractors. 
Sawmills  and  planing  mills,  general 
Hardwood  dimension  and  flooring  .  .. 
Special  products  sawmills,  nec 

Millwork . . . . 

Veneer  and  plywood _ !!-!!!!!”!”!!! 

Prefabricated  wood  structures _ _ 

Nailed  wooden  boxes  and  shook.!..!!.. 

Wirebound  boxes  and  crates _ !!!!.!.. 

Veneer  and  plywood  containers 

Cooperage _ _ ....... 

Wood  preserving _ !”” 

Wood  products,  nec _ -.!!!!!!!!””!!! 

Wood  household  furniture _ !!!!!!!!! 

Upholstered  household  furniture  .  .  .. 

Metal  household  furniture . 

Mattresses  and  bedsprings . .!!.!!.. 

Household  furniture,  nec..!...!!!!!!!.! 

Wood  office  furniture _ ! _ !!!.!.. 

Metal  office  furniture.. 

Public  building  furniture!!!.!!!!”!!!!! 

Wood  partitions  and  fixtures _ _ 

Metal  partitions  and  fixtures . 

Venetian  blinds  and  shades . . 

Furniture  and  fixtures,  nec . !.!.. 

Pulp  mills . . 

Paper  mills,  except  building  paper.”  .! 

Paperboard  mills _ _ 

Paper  coating  and  glazing . .!.!.. 

Envelopes . . 

Bags,  except  textile  bags..!!.!!!!!!!!!!! 

Wallpaper... . . . 

Die  cut  paper  and  board..!!.!.!!!!!!!” 

Pressed  and  molded  pulp  goods _ 

Sanitary  paper  products. _ _ 

Converted  paper  products,  nec _ 

Folding  paper  boxes _ _ _ 

Set-up  paperboard  boxes . . 

Corrugated  and  solid  fiber  boxes........ 

Sanitary  food  containers . . 

Fiber  cans,  drums,  and  related  material. 

Building  paper  and  board  mills _ 

Newspapers _ _ _ _ _ 

Periodicals _ _ 

Book  publishing _ _ .. 

Book  printing . 

Miscellaneous  publishing . zs 

Commercial  printing,  excluding  litho¬ 
graphic _ _ -Z-.Z.Z J 

Commercial  printing,  lithographic _ zj 

Engraving  and  plate  printing _ z--.=-=j 

Manifold  business  forms.  ..z.z.zzz.rzrjs3 
Greeting  card  publishing. z.rzz-zzmzsa 
Blankbooks  and  looeeleaf  binder* —z=xa 

Bookbinding  and  related  work _ r.B 

Typesetting.. z.... _ ..z.z.z-rzza 


2292 

3.4 

2293 

26 

2294 

LI 

2295 

3.6 

2296 

5.0 

2297 

22 

2298 

1.9 

2299 

3.6 

2311 

0.4 

2321 

1.8 

2322 

3.4 

2323 

3.2 

2327 

3.3 

2328 

21 

2329 

2  5 

2331 

2.2 

2335 

29 

2337 

2.1 

2339 

2.6 

2341 

2.0 

2342 

3.5 

2351 

3.1 

2352 

2.3 

2361 

1.6 

2363 

2  2 

2369 

2. 1 

2371 

3.3 

2381 

2.2 

2384 

4.5 

2385 

4.1 

2386 

1.9 

2387 

4.8 

2389 

3.7 

2391 

3.2 

2392 

1.0 

2393 

1.8 

2394 

2.0 

2395 

4.4 

2396 

4.4 

2397 

4.0 

2399 

3.0 

2411 

3.5 

2421 

3.7 

2426 

0.5 

2429 

3.2 

2431 

1.6 

2432 

5.2 

2433 

1.5 

2441 

3.9 

2442 

6.9 

2443 

5.3 

2445 

27 

2491 

3.0 

2499 

3.2 

2511 

2.0 

2512 

1.5 

2514 

2.5 

2515 

2.6 

2519 

1.9 

2521 

3.2 

2522 

2.5 

2531 

2.7 

2541 

2.9 

2542 

2.9 

2591 

2.7 

2599 

2.2 

2611 

4.5 

2621 

4.5 

2631 

4.5 

2641 

2.7 

2642 

3.1 

2613 

22 

2644 

3.1 

2645 

4.0 

2616 

1.9 

2647 

2.5 

2649 

25 

2651 

3.4 

2652 

1.5 

2653 

3.2 

2654 

3.3 

2655 

5.3 

2661 

4.5 

2711 

20 

2721 

3.1 

2731 

2.9 

2732 

1.8 

2741 

0.0 

2751 

26 

2752 

26 

2753 

4.4 

2761 

4.1 

2771 

20 

2782 

L4 

2780 

L7 

2791 

LT 
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Appendix  to  Scbpart  H — Continued 


Appendix  to  Shbpart  B— Continued 


Appendix  to  Rcbtart  E  —Continued 


Photoengraving . z.z.z. 

Electrotyping  and  stereotyping . . 

Alkalies  and  chlorine . _ . . 

Industrial  gases . . . . 

Cyclic  intermediates  and  crudes . . 

Inorganic  pigments . . 

Industrial  organic  chemicals,  nec _ 

Industrial  inorganic  chemicals,  nec.l... 

Plastics  materials  and  resins . 

Synthetic  rubber . 

Cellulosic  man-made  filers . 

Organic  fibers,  noncellulosic . . . 

Biological  products.. _ _ 

Modicinals  and  botaniculs . . . 

Pharmaceutical  preparations . 

•Soap  and  other  detergents . 

Polishes  and  sanitation  goods . 

Surface  active  agents . 

Toilet  preparations . 

Paints  and  allied  products . 

(ium  and  wood  chemicals _ 

Fertilisers _ _ _ _ _ _ 

Fertilisers,  mixing  only . 

Agricultural  chemic  als,  nec . 

Adhesives  and  gelatin.. _ _ 

Explosives . . . 

Printing  ink _ _ _ 

Carbon  black . . . . 

Chemical  preparations,  nee _ 

Petroleum  relining . . 

Paving  mixtures  and  blocks . 

Asphalt. felts  and  coatings . 

Lubricating  oils  and  greases _ 

Petroleum  and  coal  products,  nec _ 

Tires  and  inner  tubes . 

Rubber  footwear _ _ 

Reclaimed  rublier _ _ 

Fabricated  rublier  products,  nec . 

Miscellaneous  plastics  products . 

Leather  tanning  and  finishing _ 

industrial  leather  lielting . 

Foot  wear  cut  stock _ 

Shoes,  except  rubber . . 

House  slippers . . . 

Leather  gloves  and  mittens . 

Luggage . 

Women's  handbags  and  purses _ 

Personal  leather  goods _ 

Leather  goods,  nee . 

Flat  glass. . 

(Hass  containers.. . . . . 

Pressed  and  blown  glass,  nec . . 

Products  of  purchased  glass . 

Cement,  hydraulic . . . 

Brick  and  structural  clay  tile . 

Ceramic  wall  and  floor  tile . 

Clay  refractories . . 

Structural  clay  products,  nec . . 

Vitreous  plumbing  fixtures . 

Vitreous  china  food  utensils . 

Fine  earthenware  food  utensils . 

Porcelain  electrical  supplies - 

Pottery  products,  nec - - 

Concrete  block  and  brick . . . . 

Concrete  products,  nec . 

Ready-mixed  concrete _ _ 

Lime _ 

Gypsum  products . 

Cut  stone  and  stone  products - - 

Abrasive  products . . - 

Asbestos  products . 

Gaskets  and  insulations - - - 

Minerals,  ground  or  treated . 

Mineral  wool . . 

Nonclay  refractories . . 

Nonmetallic  mineral  products,  nec - 

Blast  furnaces  and  steel  mills - 

Electrometallurgical  products . 

Steel  wire  and  related  products _ 

Cold  finishing  of  steel  shapes _ 

Steel  pipe  and  tubes . 

Gray  iron  foundries . . 

Malleable  iron  foundries . 

Steel  foundries . . . 

Primary  copper . . . 

Primary  lead . . 

Primary  zinc _ _ 

Primary  aluminum . 

Primary  nonferrous  metals,  nec _ 

Secondary  nonferrous  metals _ 

Copper  rolling  and  drawing . 

Aluminum  rolling  and  drawing . 

Nonferrous  rolling  and  drawing,  nec - 

N onferrous  wire  drawing  and  insulating. 

Aluminum  castings . 

Brass,  bronze,  and  copper  castings _ _ 

Nonferrous  castings,  nec . - 

Iron  and  steel  forgings _ _ _ 

Nonferrous  forgings . 

Primary  metal  products,  nec _ 

Metal  cans . . 

Cutlery . . 

Hand  and  edge  tools,  nec _ — — . 

Hand  saws  and  saw  bladas.. _ 

Hardware,  nec _ - 

Metal  sanitary  ware _ : 

Plumbing  fittings,  brass  goods - j 


SIC 

(1967*) 

Rat* 

<%)** 

2793 

2.3 

2794 

2.2 

2812 

4.2 

2813 

6.4 

2815 

6.9 

2816 

1.9 

2818 

6.9 

2819 

4.5 

2821 

6.6 

2822 

2.7 

2823 

5.7 

2824 

2.9 

2831 

4.5 

2833 

10.0 

2834 

5.8 

2841 

4.8 

2842 

4.4 

2843 

4.4 

2844 

4.9 

2851 

2.6 

2861 

3.4 

2871 

5.3 

2872 

5.3 

2879 

6.4 

2891 

5.8 

2892 

0.3 

2893 

3.5 

2895 

6.6 

2899 

0.9 

2911 

6.6 

2951 

4.4 

2952 

3.4 

2992 

5. 1 

2999 

5.8 

3011 

4.8 

3021 

2.1 

3031 

3.9 

3069 

3.2 

3079 

5.6 

3111 

1.5 

3121 

1.1 

3131 

1.4 

3141 

0.5 

3142 

0.5 

3151 

2.3 

3161 

3.0 

3171 

1.7 

3172 

4.2 

3199 

2.7 

3211 

3.9 

3221 

2.9 

3229 

2.9 

3231 

2.6 

3241 

4.8 

3251 

2.3 

3253 

3.6 

3255 

3.2 

3259 

3.7 

3261 

4.2 

3262 

1.5 

3263 

0.2 

3264 

3.8 

3269 

3.3 

3271 

4.1 

3272 

4.1 

3273 

2.5 

3274 

2.7 

3275 

1.9 

3281 

2.6 

3291 

2.8 

3292 

1.3 

3293 

3.0 

3295 

1.4 

3296 

4.4 

3297 

4.0 

3299 

2.5 

3312 

2.7 

3313 

2.7 

3315 

2.7 

3316 

2.7 

3317 

2.7 

3321 

2.6 

3322 

3.3 

3323 

2.3 

3331 

2.3 

3332 

2.3 

3333 

2.3 

3331 

3.3 

3339 

0.0 

3341 

3.9 

3351 

3.6 

3352 

5.4 

3356 

4.0 

3357 

3.2 

3361 

2.1 

3362 

2.1 

3369 

2. 1 

3391 

4.0 

3392 

2.6 

3399 

2-9 

3411 

2.0 

3421 

*■  5 

3423 

3-0 

3425 

3-3 

3429 

3-5 

3431 

4.6 

3432 

1.3 

Heating  equipment  except  electric . 

Fabricated  structural  steel . . 

Metal  doors,  sash  and  trim . . 

Fabricated  plate  work  (boiler  shops).... 

Sheet  metal  xvork . . . 

Architectural  metal  work . . 

Miscellaneous  metal  work . 

Screw  machine  products _ _ 

Bolts,  nuts,  rivets  and  washers _ 

Metal  stampings _ _ _ _ 

Plating  and  polishing . . . 

Metal  coating  and  allied  services . 

Misc.  fabricated  wire  products _ 

Metal  barrels,  drums  and  pails . 

Safes  and  vaults _ _ _ _ _ 

Steel  springs... . . 

Valves  and  pipe  fittings . 

Collapsible  tubes.. . . 

Metal  foil  and  leaf . . 

Fabricated  pipe  and  fittings . . . 

Fabricated  metal  products,  nec . 

Steam  engines  and  turbines . . . 

Internal  combustion  engines,  nec _ 

Farm  mac  hinery . 

Construction  machinery . . . 

Mining  machinery . 

Oil  field  machinery . . . 

Elevators  and  moving  stairways.. . 

Conveyors  and  conveying  cquipment.. 

Holsts,  cranes  and  monorails _ _ 

Industrial  trucks  and  tractors . . 

Metal-cutting  machine  tools . . . 

Metal-forming  machine  took . 

Special  dies,  tools,  jigs,  and  fixtures . 

Machine  tool  accessories _ 

Metal  working  machinery  nec _ _ 

Food  products  machinery . 

Textile  machinery . . 

Woodworking  machinery. . . 

Paper  industries  machinery _ _ 

Printing  trades  machinery . . 

Sjiecial  industry  machinery,  nec _ 

Pumps  and  com  prose on . 

Ball  and  roller  bearings . . . . 

Blowers  and  fans _ _ 

Industrial  patterns . . 

Power  transmission  equipment _ 

Industrial  furnaces  and  ovens . . 

General  industrial  machinery,  nec _ 

Typew  i  Iters . . . 

Electronic  computing  equipment . 

Calculating  and  accounting  machines.. 

Scales  and  balances... . . . 

Ofliee  machines,  nec _ 

Automatic  merchandising  machines _ 

Commercial  laundry  equipment . 

Refrigeration  machinery . . 

Measuring  and  dispensing  pumps . . 

Service  industry  machines,  nec _ 

Misc.  machinery,  except  electrical . 

Electric  measuring  instruments.' . 

Transformers . . . 

Sw  itchgear  and  sw  itchboard  apparatus. 

Motors  and  generators . . 

Industrial  controls. . . . . 

Welding  apparatus . . . 

Carlton  and  graphite  produets . 

Electrical  industrial  apparatus,  nec - 

Household  cooking  equipment _ 

Household  refrigerators  and  freezers _ 

Household  laundry  equipment _ 

Electric  housew  ares  and  fans . 

Household  vacuum  cleaners . 

Sewing  maehtnee . . . 

Household  appliances,  nec _ 

Electric  lamps _ 

Lighting  flxttma . 

Current-carrying  wiring  devices . 

Noncurrent-earrying  wiring  devices _ 

Radio  and  TV  receiving  sets . 

Phonograph  records . . 

Telephone  and  telegraph  apparatus . 

Radio  and  TV  communication  equip¬ 
ment . 

Electron  tubes,  receiving  type . 

Cathode  ray  picture  tubes . 

Electron  tubes,  transmitting . . 

Semiconductors . 

Electronic  components,  nec _ _ 

Storage  batteries . 

Primary  batteries,  dry  and  wet _ 

X-ray  apparatus  and  tulies . 

Engine  electrical  equipment _ 

Electrical  equipment,  nec . . - 

Motor  vehicles. . . . . 

PasKDgcr  ear  bodies . 

Truck  and  bus  lxxlies . 

Motor  vehicle  parts  and  accessories _ 

Truck  trailers . 

Aircraft . . . 

Aircraft  engines  and  engine  parts . . 

Aircraft  propellers  and  parts . ....... 

Aircraft  equipment,  nec . . 

Ship  building  and  repairing.... _ .... 

Boat  building  and  repairing _ _ 

Locomotives  and  parts . . j 

Railroad  and  street  cars . . . 

Motorcycles,  bicycles,  and  parts... _ _ 


SIC  Rat* 
(1967*)  (%)•• 


3433 

3.5 

3411 

2.2 

3442 

2.8 

3113 

3.3 

3444 

4.1 

3446 

4.5 

3449 

4.5 

3151 

0.3 

3452 

0.3 

3461 

1.6 

3171 

1.0 

3479 

1.0 

3181 

2.7 

3491 

0.8 

3492 

2.6 

3493 

2.7 

3494 

2. 1 

3496 

3.8 

3497 

3.2 

3498 

1.4 

3499 

2.4 

3511 

4.5 

3519 

3.  1 

3522 

2.4 

3531 

2.4 

3532 

2.0 

3533 

1.7 

3.534 

0.0 

3535 

2.4 

3536 

2.8 

3537 

3.6 

3541 

3.0 

3512 

2.0 

3544 

2.3 

3515 

2.6 

3548 

1.4 

3551 

2.3 

3552 

3.6 

3558 

2.7 

3554 

2.7 

3555 

2.8 

3559 

2.7 

3561 

2.6 

3562 

5.7 

3561 

3.6 

35*  »5 

4.2 

3566 

1.8 

3567 

1.6 

3509 

1.7 

3572 

7.5 

3573 

5.7 

3574 

5.7 

3576 

3.7 

3579 

2.2 

3581 

‘2.  2 

3582 

3.7 

3585 

6.3 

358*> 

0.4 

3589 

4.8 

3599 

1.5 

3611 

2.0 

3612 

6.4 

3613 

2.7 

3621 

4.4 

3622 

2.3 

3623 

3.  t 

3624 

3.5 

3629 

3.9 

3631 

5.9 

3632 

5.  9 

3633 

5.9 

3631 

4.4 

3635 

5.9 

3636 

6.3 

3639 

5.2 

3011 

2.8 

3642 

3.5 

3643 

3.0 

3044 

2.6 

3651 

6.2 

3652 

0. 1 

3661 

3.7 

3662 

3.7 

3671 

2.7 

3*i72 

11.7 

3673 

7.3 

3674 

7.5 

3679 

7.5 

3691 

2.7 

3092 

4.6 

3693 

3.8 

3694 

2.9 

3699 

2.9 

3711 

4.2 

3712 

4.2 

3713 

4.2 

3714 

4.2 

3715 

4.2 

3721 

4.5 

3722 

2.3 

3723 

2.8 

3729 

2.8 

3731 

1.3 

3732 

3.0 

3741 

4.3 

3742 

4.3 

3751 

5.1 

SIC  Rate 
(1967*)  (%)** 


Trailer  coaches . 3791  2.  fi 

Transportation  equipment,  nec .  3799  2.  4 

Engineering  and  scientific  instruments..  3811  2.8 

Mechanical  measuring  devices _  3821  2.  2 

Automatic  temperature  controls .  3822  1.9 

Optical  instruments  and  lenses .  3H3t  3.  s 

Surgical  and  medical  instruments .  3841  3. 7 

Surgical  appliances  and  supplies .  3842  1.9 

Dental  equipment  and  supplies .  3813  3. 7 

Ophthalmic  goods . 3s51  4.9 

Photographic  equipment  and  supplies...  3801  <i.  4 

Watches  and  clocks . . . 3871  4. 9 

Watchcases . 3s72  3.  8 

Jewelry,  precious  metal . 3911  4.  5 

Jewelers’  findings  and  materials.. .  3912  3.9 

Lapidary  work .  3913  3.9 

Silverware  and  plated  ware _  3914  0.7 

Musical  instruments  and  parts _  3931  1. 5 

Game*  and  toys .  3941  4.7 

1  lolls .  3912  2. 3 

Children’s  vehicles,  exe.  bicycles _  3’.*43  3.  7 

Sporting  and  athletic  goods,  nec . .  3919  0.3 

Pens  and  mechanical  pencils _  3951  2. 9 

Lead  pencils  and  art  goods . 3952  2.  9 

Marking  devices . . 3953  4.5 

Carbon  paper  and  inked  ribbons _  3955  4.3 

Costume  jewelry.. . 8961  4.0 

Artificial  flowers _ _ 3962  5.0 

But  I  oils . 39*i3  3.9 

Needles,  pins,  and  fasteners _  MM  4.5 

Brooms  and  brushes . .  3991  2.1 

Signs  and  advertising  displays .  3993  3. 4 

Morticians’  goods . 3994  3. 4 

Hard  mrtaoe  floor  coverings . 3996  6.  2 

Manufactures,  ncc .  3999  2.8 


Footnotes 

•The  Standard  Industrial  Classification  Codes  (SIC) 
shown  in  Ibis  Appendix  were  taken  from  the  Standard 
Industrial  Classiliculion  Manual,  1967,  which  now  is  out 
of  print.  Copies  of  the  1972  manual  are  available  from 
the  L’.S.  Government  Printing  Ofliee.  Washington,  D.C. 
20102  (at  a  cost  of  86.75  per  copy).  Appendix  C  of  the 
1972  manual  contains  the  tables  to  convert  1972  SIC 
Codes  to  1967  SIC  Codes. 

•‘Log-linear  trend  calculation  of  annual  rate  of  pro¬ 
ductivity  change  over  twelve  years,  1958-1969. 

Note:  NEC  means  “Not  Elsewhere  Classified.” 

Subpart  F — Base  Price 

§  l.vO.101  Scope. 

This  subpart  sets  forth  the  general 
rules  which  apply  for  determining  base 
prices  except  as  otherwise  provided  by 
this  part. 

§  150.102  Sales  ami  leases  of  products 
and  services. 

ta)  General  rule.  The  base  price  with 
respect  to  the  sale  or  lease  of  an  item  is 
the  average  price  at  which  the  item  was 
lawfully  priced  in  transactions  with  the 
class  of  purchaser  concerned  during  the 
base  price  period.  The  base  price  shall 
be  determined  in  accordance  with  this 
subpart  notwithstanding  the  fact  tliat 
the  base  price  so  determined  may  be 
lower  than  the  price  prevailing  on  May 
25.  1970. 

(b)  Average  price.  The  average  price 
is  determined  by  dividing  the  net  sales 
of  that  item  to  that  class  of  purchaser 
by  the  quantity  of  the  item  sold  or  leased 
to  that  class  of  purchaser  during  the  base 
price  period.  If  the  base  price  for  an  item 
cannot  reasonably  be  calculated  because 
of  substantial  price  differentials  with  re¬ 
spect  to  that  item,  any  accepted  sam¬ 
pling  method,  consistently  applied,  may 
be  used  to  calculate  the  base  price  of  that 
item  as  long  as  the  firm  can  demonstrate 
that  the  sampling  method  chosen  does 
not  result  in  a  base  price  which  is  sig¬ 
nificantly  higher  than  the  base  price  de¬ 
termined  in  accordance  with  the  preced¬ 
ing  sentence. 

(c)  Base  price  period.  The  base  price 
period  is  the  last  fiscal  quarter  which 
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ended  before  January  11,  1973.  If  no 
transaction  occurred  during  that  quarter 
with  respect  to  the  item  and  class  of 
purchaser  concerned,  the  base  price  pe¬ 
riod  is  the  next  preceding  fiscal  quarter 
in  which  a  transaction  occurred  with  re¬ 
spect  to  that  item  and  class  of  purchaser. 

(d)  Temporary  specials.  Prices  charged 
pursuant  to  temporary  special  deals  or 
temporary  special  allowances  may  be  ex¬ 
cluded  in  computing  the  base  price  of  an 
item.  For  the  purposes  of  this  paragraph, 
“temporary”  means  in  effect  for  a  period 
of  31  days  or  less;  “temporary  special 
deal”  includes  an  offer  of  free  goods,  a 
combination  sale,  increased  quantities, 
an  introductory  offer,  and  a  “cents-off” 
or  “price-pack”  offer;  and  “temporary 
special  allowance”  includes  early  ship¬ 
ping,  advertising,  display  buying,  and 
promotional  or  other  similar  arrange¬ 
ments. 

(e)  Class  of  purchasers  for  vending 
machine  sales.  For  the  purpose  of  deter¬ 
mining  the  base  price  with  respect  to  a 
sale  of  an  item  through  a  vending  ma¬ 
chine,  the  term  “class  of  purchaser”  with 
respect  to  a  firm  using  vending  machines 
includes  those  purchasers  within  a  mar¬ 
keting  pricing  area  customarily  utilized 
by  that  firm. 

§  150.103  Sales  and  leases  of  new  prop¬ 
erty  and  new  services. 

(a)  General — New  item.  (1)  An  item  is 
a  new  item  if;  (i)  The  firm  concerned  did 
not  sell  or  lease  it  in  the  same  or  substan¬ 
tially  similar  form  at  any  time  during  the 
1-year  period  immediately  preceding  the 
first  date  on  which  the  firm  offers  it  for 
sale  or  lease.  (A  change  in  appearance, 
arrangement,  or  combination  does  not 
create  a  new  item.  Ordinarily,  a  change 
in  fashion,  style,  form  or  packaging  does 
not  create  a  new  item.  In  the  case  of  a 
product  for  lease,  a  permanent  improve¬ 
ment  or  betterment  made  to  the  prod¬ 
ucts,  as  a  part  thereof,  to  increase  value 
or  to  restore  it  makes  it  a  new  property 
for  purposes  of  a  lease  if  the  cost  of  the 
improvement  or  betterment  is  greater 
than  $100  and  at  least  as  much  as  three 
month’s  rent  for  the  property) ;  and 

(ii)  It  is  substantially  different  in  pur¬ 
pose,  function,  quality,  or  technology,  or 
its  use  or  service  effects  a  substantially 
different  result  from  any  other  item 
■which  the  firm  concerned  currently  sells 
or  leases  or  sold  or  leased  at  any  time 
during  the  1-year  period  immediately 
preceding  the  first  date  on  which  the  firm 
offers  it  for  sale  or  lease. 

(2)  New  market.  An  item  which  the 
firm  concerned  has  previously  sold  or 
leased  is  a  newr  item  with  respect  to  its 
offer  or  sale  to  any  market  to  which  he 
did  not  sell  or  lease  it  at  any  time  during 
the  1-year  period  immediately  preceding 
the  first  date  on  which  he  offers  it  for  sale 
or  lease.  For  the  purposes  of  this  section, 
a  “market”  is  one  or  more  members  of 
any  one  of  the  following  groups:  whole¬ 
salers;  retailers;  consumers;  manufac¬ 
turers;  or  service  organizations. 

(b)  Base  price  determination.  A  firm 
offering  a  new  item  shall  determine  its 
base  price  as  follows: 


(1)  Firms  engaged  in  manufacturing 
and  service  activities. — (i)  Net  operating 
profit  markup.  A  firm  engaged  in  manu¬ 
facturing  or  service  activities,  or  both, 
shall  apply  the  average  net  operating 
profit  markup  it  lawfully  received  on  the 
most  nearly  similar  item  it  sold  or  leased 
to  the  same  market  during  the  base  price 
period  to  the  total  allowable  unit  costs  of 
the  new  item.  For  the  purposes  of  this 
subparagraph,  “net  operating  profit 
markup”  means  the  ratio  which  the  sell¬ 
ing  price  bears  to  the  total  allowable 
unit  costs  of  the  item. 

(ii)  Average  price  of  comparable  prop¬ 
erty  or  services.  If  the  firm  concerned  did 
not  offer  a  similar  item  for  sale  or  lease  to 
a  particular  market  during  the  base  price 
period,  the  base  price  for  sales  or  leases 
to  that  market  shall  be  the  average  price 
received  in  a  substantial  number  of  cur¬ 
rent  transactions  in  that  market  by  other 
firms  selling  or  leasing  comparable  items 
in  the  same  marketing  area. 

(iii)  Customary  pricing  practice.  If  the 
firm  concerned  did  not  offer  a  similar 
item  for  sale  or  lease  to  a  particular 
market  during  the  base  price  period,  and 
if  the  new  item  is  not  comparable  to  any 
items  being  sold  or  leased  by  any  firm  in 
current  transactions  in  the  same  mar¬ 
ket.  the  firm  may  determine  the  base 
price  by  using  any  customary  pricing 
practice  it  used  during  the  base  period, 
or,  if  it  did  not  sell  or  lease  any  property 
or  service  during  that  time,  it  may  use 
any  other  pricing  practice  commonly 
used  by  other  firms  engaging  in  com¬ 
parable  business  with  the  same  market. 

(2)  Firms  engaged  in  wholesaling  and 
retailing — (i)  Gross  margin  markup.  A 
firm  engaged  in  wholesaling  or  retailing, 
or  both,  shall  price  the  product  within 
the  category  into  which  the  new  product 
falls,  in  accordance  with  Subpart  K. 

(c)  Base  prices  upon  acquisition.  If  a 
legal  entity  or  a  component  of  a  legal 
entity  determines  a  base  price  pursuant 
to  this  subpart  for  an  item  which  it  sells 
or  leases  to  a  particular  market  and  the 
entity  or  component  is  subsequently  ac¬ 
quired  by  another  firm,  that  item  does 
not  become  a  new  item  with  respect  to 
the  same  market.  The  base  price  of  the 
item  with  respect  to  that  market  remains 
the  base  price  determined  for  it  by  the 
acquired  entity  or  component  unless  the 
acquiring  firm  sells  or  leases  the  same 
item  to  the  same  market.  If  the  acquir¬ 
ing  firm  sells  or  leases  the  same  item  to 
the  same  market,  the  acquiring  firm’s 
base  price  with  respect  to  the  sale  or  lease 
of  that  item  to  that  market  shall  be  the 
base  price. 

(d)  Quarterly  reporting  of  new  items. 
A  firm  subject  to  the  quarterly  reporting 
requirements  of  Subpart  H  of  this  part 
and  which  has  projected  sales  and  reve¬ 
nues  for  its  current  fiscal  year  of  $10 
million  or  more  derived  from  the  sale  or 
lease  of  new  items  shall,  in  accordance 
with  instructions  which  accompany 
forms  issued  pursuant  to  Subpart  H  of 
this  part,  provide  information  which 
demonstrates  that,  with  respect  to  each 
new  item  with  projected  annual  sales  of 
$1  million  or  more  which  is  offered  for 


sale  or  lease  for  the  first  time  during 
the  quarter  concerned,  the  item  qualifies 
as  a  new  item  as  defined  in  this  section 
and  the  base  price  of  that  item  has  been 
determined  in  accordance  with  this  sec¬ 
tion. 

§  150.104  Custom  products  and  custom 
services. 

(a)  Definitions.  The  following  defini¬ 
tions  apply  in  this  section: 

“Custom  product”  means  a  product 
(other  than  one  specified  in  §  150.54(c) 

( 1 )  )  specifically  produced  by  a  manu¬ 
facturer  to  the  buyer’s  or  buyers’  specifi¬ 
cations  and  not  reasonably  comparable 
to  any  product  manufactured  at  any 
previous  time  by  the  same  manufacturer 
or  its  predecessors  in  interest,  including 
any  buyer-specified  changes  or  additions 
to  a  non-custom  product  to  the  extent 
that  they  are  not  reasonably  comparable 
to  any  charges  or  additions  manufac¬ 
tured,  with  respect  to  that  non-custom 
product,  at  any  previous  time  by  the 
same  manufacturer  or  its  predecessors 
in  interest. 

“Custom  service”  means  a  service 
(other  than  one  specified  in  §  150.54(c) 

(2) )  specifically  produced  by  a  service 
organization  to  the  buyer’s  or  buyers’ 
specifications  and  not  reasonably  com¬ 
parable  to  any  service  provided  at  any 
previous  time  by  the  same  service  or¬ 
ganization  or  its  predecessors  in  interest, 
including  any  buyer-specified  changes  or 
additions  to  a  non-custom  service,  at  any 
previous  time  by  the  same  service  or¬ 
ganization  or  its  predecessors  in  interest. 

(b)  Base  price.  A  firm  engaged  in 
manufacturing  or  service  activities,  or 
both,  may  charge  a  base  price  for  a 
custom  product  or  service  in  conformity 
with  its  customary  pricing  practices,  if 
any,  which  reflect  only  costs  incurred  or 
to  be  incurred  in  the  manufacture  of  the 
product  or  the  furnishing  of  the  service 
which  are  allowable  as  determined  under 
the  regulations  or  decisions  issued  pur¬ 
suant  to  the  Economic  Stabilization 
Program.  However,  a  firm  which  charges 
a  base  price  for  a  custom  product  or  cus¬ 
tom  service  may  not,  for  the  fiscal  year 
in  which  that  base  price  is  charged,  ex¬ 
ceed  its  base  period  profit  margin  except 
as  provided  in  §  150.11(d)  (iii) . 

Example.  Labor  costs  to  be  Incurred  in  the 
making  of  a  custom  product  were  estimated 
to  be  $2,000,000.  However,  $200,000  of  this 
estimated  cost  was  found  to  be  nonallowable 
under  regulations  or  decisions  issued  pur¬ 
suant  to  the  Economic  Stabilization  Pro¬ 
gram.  Therefore,  the  highest  amount  of  al¬ 
lowable  costs  for  labor  that  may  be  included 
in  determining  the  base  price  chargeable  for 
the  product  is  $1,800,000. 

Subpart  G — Base  Cost  and  Current  Cost 
§  150.131  Scope. 

This  subpart  sets  forth  the  general 
rules  for  determining  base  cost  and  cur¬ 
rent  cost  except  as  otherwise  provided  in 
this  part. 

§  150.132  Base  cost. 

(a)  Base  costs.  Base  costs  are  the  net 
allowable  costs  incurred  during  the  base 
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cost  period  with  respect  to  the  product 
line  or  service  line  concerned. 

(b)  Labor  costs.  The  base  cost  with 
respect  to  costs  of  labor  is  the  rate  at 
which  those  costs  were  being  incurred 
on  the  first  full  day  of  business  in  the 
base  cost  period. 

(c)  All  other  costs.  The  base  cost  with 
respect  to  all  costs  other  than  labor  costs 
is  the  rate  at  which  those  costs  were 
being  incurred  on  the  first  full  day  of 
businesss  in  the  base  cost  period.  How¬ 
ever,  if  the  base  cost  with  respect  to  all 
costs  other  than  labor  costs  cannot 
reasonably  be  determined  by  the  method 
prescribed  in  the  preceding  sentence, 
that  base  cost  is  the  average  cost  in¬ 
curred  throughout  the  base  cost  period 
with  respect  to  those  costs  as  calculated 
in  accordance  with  instructions  which 
accompany  forms  issued  pursuant  to 
Subpart  H  of  this  part. 

(d)  Base  cost  period.  The  base  cost 
period  is  the  last  fiscal  quarter  which 
ended  before  January  11,  1973,  in  which 
costs  were  incurred  with  respect  to  the 
product  line  or  service  line  concerned. 
The  base  cost  period  for  each  new  item, 
as  defined  in  accordance  with  §  150.103, 
is  the  fiscal  quarter  in  which  the  new 
item  concerned  was  first  sold  or  leased 
in  arms-length  trading  between  unre¬ 
lated  persons. 

§  150.133  Current  cost. 

(a)  Current  costs.  Current  costs  are 
the  net  allowable  costs  incurred  during 
the  current  cost  period  with  respect  to 
the  product  line  or  service  line  concerned. 

(b)  Labor  oosts.  The  current  cost 
with  respect  to  costs  of  labor  is  the  rate 
at  which  those  costs  were  being  incurred 
on  the  last  full  day  of  business  in  the 
current  cost  period. 

(c)  All  other  costs.  The  current  cost 
with  respect  to  all  costs  other  than  labor 
costs  is  the  rate  at  which  those  costs  were 
being  incurred  on  the  last  full  day  of 
business  in  the  current  cost  period. 

(c)  All  other  costs.  The  current  cost 
with  respect  to  all  costs  other  than  labor 
costs  is  the  rate  at  which  those  costs 
were  being  incurred  on  the  last  full  day 
of  business  in  the  current  cost  period. 
However,  if  the  current  cost  with  respect 
to  all  costs  other  than  labor  costs  can¬ 
not  reasonably  be  determined  by  the 
method  prescribed  in  the  preceding  sen¬ 
tence,  that  current  cost  is  the  average 
cost  incurred  throughout  the  current 
cost  period  with  respect  to  those  costs 
as  calculated  in  accordance  with  instruc¬ 
tions  which  accompany  forms  issued 
pursuant  to  Subpart  H  of  this  part. 

(d)  Current  cost  period.  For  quarterly 
reporting  purposes,  the  current  cost  pe¬ 
riod  is  the  last  accounting  month  in  the 
current  fiscal  quarter  for  which  a  quar¬ 
terly  report  is  required  to  be  filed  pur¬ 
suant  to  Subpart  H  of  this  part.  The 
current  cost  period  for  price  category 
m  firms  is  the  last  accounting  month  in 
the  current  fiscal  quarter  for  which  com¬ 
pliance  is  being  measured.  For  prenotifi¬ 
cation  purposes,  the  current  cost  period 
Is  the  last  accounting  month  preceding 
the  date  of  signature  of  the  prenotifica¬ 
tion  document  submitted  in  accordance 


with  Subpart  H  of  this  part  except  that 
with  respect  to  labor  and  other  costs 
which  may  be  calculated  as  of  a  date  cer¬ 
tain,  the  rate  at  which  these  costs  are 
incurred  on  the  day  which  is  the  date  of 
signature  of  the  prenotification  docu¬ 
ment  may  be  considered  the  rate  of  the 
last  full  day  of  the  current  cost  period. 

Subpart  H — Prenotification  and  Reporting 
§  150.151  Prenotification. 

(a)  General  Rule.  Except  as  provided 
in  paragraph  (b)  of  this  section,  a  price 
category  I  firm  may  not  charge  a  price 
for  any  item  above  the  base  price  or  the 
adjusted  freeze  price,  which  ever  is 
higher,  with  respect  to  an  item  it  sells 
as  a  manufacturer  or  service  organiza¬ 
tion  until  the  firm  has  filed,  pursuant  to 
this  subpart,  a  notice  of  proposed  price 
increase  with  respect  to  that  item  or  a 
product  line  which  includes  that  item 
with  the  Council  and  30  days  have 
elapsed  since  the  filing  of  the  notice. 

(b)  Waiver  of  prenotification.  (1)  The 
following  price  increases  by  a  price  cate¬ 
gory  I  firm  need  not  be  prenotifled — 

(1)  Any  price  increases  for  items 
which  are  exempt  under  Subpart  D  or 
otherwise  excluded  from  coverage  of  this 
title. 

(ii)  Any  price  increases  by  a  nonprofit 
organization  with  less  than  $100  million 
in  annual  sales  or  revenues  derived  from 
transactions  in  items  which  are  not 
exempt  under  Subpart  D  of  this  part  or 
otherwise  excluded  from  coverage  of  this 
title. 

(iii)  Any  price  increase  for  an  item  to 
the  extent  it  reflects  solely  an  increase 
in  excise  taxes  (including  sales  and  use 
taxes)  or  in  duties  on  imports. 

(2)  The  following  prices  charged  by 
a  price  category  I  firm  need  not  be  pre¬ 
notified  : 

(i)  A  price  in  a  contract  for  the  pur¬ 
chase  of  a  product  or  service  by  an 
agency  of  the  Federal  government,  and 
a  price  stated  in  a  subcontract  under  a 
contract  for  the  purchase  of  a  product 
of  service  by  an  agency  of  the  Federal 
government. 

(ii)  A  price  specified  in  a  contract  sub¬ 
ject  to  the  provisions  of  §  150.76. 

(iii)  A  price  specified  in  a  contract 
for  the  sale  of  an  item  entered  into  after 
9:00  p.m.  e.s.t.,  June  13,  1973  and  before 
August  6,  1973,  with  respect  to  any  de¬ 
livery  or  performance  occurring  after 
August  12,  1973,  and  prior  to  October  12, 
1973. 

(iv)  (A)  A  price  charged  by  a  price  cate¬ 
gory  I  firm  with  annual  sales  or  revenues 
of  less  than  $100  million  within  any  in¬ 
dustrial  group  in  its  most  recently  com¬ 
pleted  fiscal  year  which  has  applied  for 
and  received  from  the  Council  a  modifi¬ 
cation  of  prenotification  requirements 
with  respect  to  price  increases  relating  to 
sales  within  the  industrial  group.  For  the 
purposes  of  this  paragraph,  industrial 
groups  are  identified  by  a  two-digit 
Standard  Industrial  Classification  (SIC) 
Code  as  published  by  the  Office  of  Man¬ 
agement  and  Budget  in  the  1972  Stand¬ 
ard  Industrial  Classification  Manual,  ex¬ 
cept  as  otherwise  provided  in  the  instruc¬ 


tions  for  preparation  of  Form  CLC-55, 
“Request  for  Modification  of  Prenotifica¬ 
tion  Requirements’*.  Each  application 
under  this  paragraph  shall  be  made  on  a 
properly  completed  Form  CLC-55  and 
shall  contain  the  information  required  by 
that  form  and  its  instructions.  If  the 
Council  does  not  act  upon  a  request  sub¬ 
mitted  under  this  paragraph  within  30 
days  after  receiving  a  Form  CLC-55, 
the  firm  may  take  the  action  requested. 
A  firm  whose  prenotification  require¬ 
ments  are  modified  in  accordance  with 
this  paragraph  remains  subject  to  the 
reporting  requirements  of  this  subpart 
and  to  all  other  requirements  of  this  part 
including  the  profit  margin  limitation. 
The  following  are  the  criteria  to  be  ap¬ 
plied  in  considering  application  under 
this  paragraph  (b) : 

(.1)  The  firm’s  annual  sales  or  reve¬ 
nues  within  the  industrial  group  for 
which  modification  of  prenotification  re¬ 
quirements  is  requested  must  be  under 
$100  million. 

(2)  Annual  sales  or  revenues  of  the 
entity  for  which  modification  of  pre¬ 
notification  requirements  is  requested 
must  be  under  $100  million. 

(3)  Annual  sales  or  revenues  within 
a  four-digit  Standard  Industrial  Classi¬ 
fication  Code  which  is  included  within 
the  industrial  group  for  which  modifica¬ 
tion  of  prenotification  requirements  is 
requested  may  not  be  more  than  5  per¬ 
cent  of  the  market  covered  by  that  four¬ 
digit  classification. 

(B)  Until  October  12,  1973,  a  firm 
which  pursuant  to  the  provisions  of  6 
CFR  300.51(c)  in  effect  on  January  10, 
1973,  applied  for  and  received  from  the 
Price  Commission  a  modification  of  the 
prenotification  requirements  with  respect 
to  price  increases  relating  to  sales  within 
a  particular  two-digit  SIC  code  and 
which  has  reason  to  believe  that  it  con¬ 
tinues  to  qualify  under  this  paragraph, 
shall  be  deemed  to  have  received  author¬ 
ity  from  the  Cost  of  Living  Council  to 
put  price  increases  into  effect  in  accord¬ 
ance  with  the  provisions  of  paragraph 
(b)<2)  (iv)  (A)  of  this  section.  Effective 
October  12,  1973,  a  firm  may  adjust  a 
price  pursuant  to  paragraph  (b)  (2)  (iv) 
(A)  of  this  section  only  if  it  has  received 
authorization  issued  by  the  Council  pur¬ 
suant  to  the  provisions  of  paragraph  (b) 
(2)  (iv)  (A)  of  this  section. 

§  150.152  Manner  of  prenotification. 

The  notice  of  the  proposed  price  in¬ 
crease  must  be  filed  in  the  form  and 
manner  prescribed  by  the  Cost  of  Living 
Council,  and  will  be  considered  to  be 
filed  on  the  date  when  it  is  stamped  and 
dated  by  the  Council.  The  Council  will 
notify  the  firm,  in  writing,  of  the  date  of 
filing.  If  the  information  submitted  is 
incomplete  or  inadequate,  the  Council 
will  not  accept  the  filing,  and  will  so 
notify  the  firm. 

§  150.153  Measure  of  the  prenotifica¬ 
tion  period. 

The  30-day  prenotification  period  will 
commence  on  the  date  of  filing  of  the 
notice  of  the  proposed  price  increase  with 
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the  Council.  In  any  case  In  which  the  30- 
day  period  would  otherwise  end  on  a  Sat¬ 
urday,  Sunday  or  Federal  holiday,  It  will 
end  at  the  close  of  the  next  succeeding 
workday. 

§  150.154  Council  aclion. 

During  the  30-day  prenotification  pe¬ 
riod,  the  Council  may  issue  an  order  dis¬ 
approving,  modifying,  suspending  or  de¬ 
ferring  a  proposed  price  increase  in  whole 
or  in  part. 

(a)  The  Council  may  issue  an  order 
disapproving  or  modifying  a  proposed 
price  increase  in  whole  or  in  part,  if  it 
finds  that  the  proposed  price  increase 
does  not  conform  to  the  rules  of  this 
part. 

(b)  The  Council  may  issue  an  order 
temporarily  suspending  the  running  of 
the  30-day  prenotification  period  of  a 
proposed  price  increase  if  it  finds  ad¬ 
ditional  information  is  necessary  or  that 
the  form  was  improperly  filed.  The  order 
will  remain  in  effect  until  the  Council 
notifies  the  firm  in  writing  that  the  ad¬ 
ditional  information  has  been  received 
and  accepted. 

(c)  The  Council  may  issue  an  order  de¬ 
ferring  a  price  increase,  in  whole  or  in 
part,  if  it  finds  that  the  proposed  price 
increase  is  of  such  magnitude  and  would 
have  such  an  impact  upon  the  economy 
as  to  be  unreasonably  inconsistent  with 
the  goals  of  the  Economic  Stabilization 
Program. 

§  150.155  Implementation  of  priee  in¬ 
creases. 

If  the  Council  does  not  act  upon  the 
proposed  price  increase  within  the  30- 
day  prenotification  period,  pursuant  to 
§  150.154,  the  proposed  price  increase 
may  be  charged  immediately  upon  ex¬ 
piration  of  the  30-day  prenotification 
period.  Failure  of  the  Council  to  act  upon 
the  proposed  price  increase  within  the 
30-day  period  does  not  constitute  ap¬ 
proval  of  the  price  increase  and  nothing 
in  this  part  shall  be  construed  to  limit  the 
authority  of  the  Council  to  modify,  sus¬ 
pend,  disapprove,  or  defer  any  such  price 
increase  in  whole  or  in  part  placed  into 
effect  after  the  expiration  of  the  30-day 
period  if  the  Council  finds  that: 

(a)  The  price  increase  does  not  con¬ 
form  to  the  rules  of  this  part;  or 

(b)  The  price  increase  is  of  such  mag¬ 
nitude  and  would  have  such  an  impact 
upon  the  economy  as  to  be  unreasonably 
inconsistent  with  the  goals  of  the  Eco¬ 
nomic  Stabilization  Program. 

§  150.156  Volatility. 

(a)  Subject  to  paragraphs  (b)  through 

(d)  of  this  section,  a  firm  that  has  custo¬ 
marily  priced  an  item  in  a  manner  im¬ 
mediately  responsive  to  frequent  and 
customary  market  price  fluctuations  of 
the  raw  materials  or  partially  processed 
products  which  it  uses  in  that  item  may, 
when  and  to  the  extent  authorized  by 
the  Cost  of  Living  Council  increase  the 
price  of  that  item  to  the  extent  of  any 
significant  market  price  increase  of  those 
raw  materials  or  partially  processed 
products,  without  regard  to  the  prenotifi¬ 
cation  requirements  of  this  subpart. 


However,  in  the  case  of  a  price  increase 
based  on  an  Increase  in  the  price  of  a 
partially  processed  product,  only  that 
part  of  the  increased  cost  of  the  partially 
processed  product  that  is  due  to  an  in¬ 
crease  in  the  market  price  of  the  raw 
materials  in  that  product  may  be  used 
in  computing  any  allowable  increase  un¬ 
der  this  paragraph.  For  the  purposes  of 
this  paragraph  and  paragraph  (c)  of 
this  section  “raw  materials”  include  raw 
agricultural  products,  raw  seafood,  and 
other  raw  materials  used  by  the  firm 
in  preparing  an  item  for  which  an  au¬ 
thorization  is  sought  under  this  section. 

(b)  Limitation.  A  firm  which  increases 
a  price  pursuant  to  an  authorization 
granted  under  this  section  shall  reduce 
that  price  to  the  extent  of  any  later  de¬ 
crease  in  cost  in  accordance  with  the  gen¬ 
eral  rules  of  this  part. 

(c)  Notice  on  invoice.  A  firm  which  in¬ 
creases  a  price  on  any  partially  processed 
product  pursuant  to  authorization  un¬ 
der  this  section  shall  indicate  on  each  in¬ 
voice  to  its  manufacturing  and  process¬ 
ing  customers  that  part  of  any  cost  in¬ 
crease  that  is  due  to  an  iincrease  in  the 
cost  of  the  raw  materials  used  in  making 
the  partially  processed  product. 

(d)  Until  October  12,  1973,  a  firm 
which  received  a  volatile  pricing  authori¬ 
zation  from  the  Price  Commission  which 
was  in  effect  on  January  10,  1973,  with 
respect  to  an  item  shall  be  deemed  to 
have  received  authority  from  the  Coun¬ 
cil  to  put  price  adjustments  for  that  item 
into  effect  in  accordance  with  the  provi¬ 
sions  of  this  section.  Effective  October  12, 
1973,  a  firm  may  adjust  the  price  of  an 
item  pursuant  to  this  section  only  if 
it  has  received  a  volatile  pricing  authori¬ 
zation  issued  by  the  Council  pursuant  to 
paragraph  (a)  of  this  section. 

§  150.161  Quarterly  reports. 

(a)  General.  Except  as  provided  in 
paragraph  (b) ,  each  price  category  I  and 
II  firm  shall  submit  quarterly  reports  to 
the  Cost  of  Living  Council  on  prices,  costs 
and  profits  in  accordance  with  forms  and 
instructions  issued  by  the  Council. 

(b)  Waiver  of  quarterly  reports.  Quar¬ 
terly  reports  need  not  be  submitted  to 
the  Council  by  the  following  firms: 

( 1 )  A  firm  whose  total  annual  sales  or 
revenues  are  derived  from  transactions 
involving  goods  and  services  which  are 
exempt  under  Subpart  D,  or  otherwise 
excluded  from  coverage  of  this  title 

(2)  A  firm  which  is  a  nonprofit  orga¬ 
nization  with  less  than  $50  million  de¬ 
rived  from  transactions  in  property  or 
services  which  are  not  exempt  under 
Subpart  D  of  this  part,  or  otherwise  ex¬ 
cluded  from  coverage  of  this  part. 

(3)  State  and  local  governments. 

(4)  A  firm  which  has  not  charged  a 
price  for  any  item  above  the  base  price 
or  above  the  adjusted  freeze  price, 
whichever  is  higher,  provided  the  firm 
files,  for  the  fiscal  quarter,  a  “Certificate 
of  no  price  increase”  in  accordance  with 
the  forms  and  instruction  issued  by  the 
Cost  of  Living  Council. 

(c)  Manner  of  reporting.  Each  quar¬ 
terly  report  required  under  paragraph 
(a)  of  this  section  shall  be  made  in  ac¬ 


cordance  with  forms  and  instructions  is¬ 
sued  by  the  Cost  of  Living  Council. 

§  150.162  Additional  reports  and  infor¬ 
mation. 

Whenever  the  Cost  of  Living  Council 
considers  it  necessary  for  the  effective 
administration  of  the  Economic  Stabili¬ 
zation  Program,  it  may  order  any  firm  to 
file  special  or  separate  reports,  setting 
forth  information  relating  to  the  Eco¬ 
nomic  Stabilization  Program,  in  addition 
to  any  other  reports  required  by  this  part. 

§  150.163  Effect  of  failure  to  file  or 
maintain  reports  or  other  documents 
required  by  or  under  certain  sections 
of  this  part. 

(a)  If  a  firm  which  is  required  to  file  a 
report  or  other  document  with  the  Cost 
of  Living  Council  pursuant  to  the  provi¬ 
sions  of  this  part  or  an  order  issued  by 
the  Council  does  not,  within  the  time  lim¬ 
its  prescribed,  file  the  report  or  other 
document — 

(1)  The  firm  may  not  implement  any 
further  price  increases  including  price 
increases  which  could  otherwise  be  im¬ 
plemented  pursuant  to  §  150.155  until  it 
has  complied  with  that  reporting  require¬ 
ment  and  has  obtained  the  special  ap¬ 
proval  of  the  Council; 

(2)  Except  to  the  extent  specifically 
authorized  otherwise  by  the  Council  in 
any  case,  based  upon  a  written  request 
of  the  firm  concerned  citing  hardship  or 
inequity,  action  is  suspended  on  all  re¬ 
quests  for  exception  filed  by  that  firm 
until  it  has  complied  with  the  reporting 
requirement;  and 

(3)  The  Council  may,  whenever  it 
considers  it  appropriate  under  the  cir¬ 
cumstances,  order  the  firm  to  reduce  any 
of  its  prices. 

(b)  Each  day  that  a  firm  fails  to  com¬ 
ply  with  a  reporting  requirement  pursu¬ 
ant  to  this  part  pertaining  to  reports,  or 
with  an  order  under  this  part,  is  consid¬ 
ered  to  constitute  a  separate  violation  of 
this  part  or  that  order. 

§  150.164  Records. 

(a)  General.  Each  firm  subject  to  this 
part  shall  maintain  such  records  as  are 
sufficient  to  demonstrate  that  the  prices 
charged  by  the  firm  are  in  compliance 
with  the  rules  in  this  part. 

(b)  Inspection.  Records  required  to  be 
maintained  under  paragraph  (a)  of  this 
section  shall  be  made  available  for  in¬ 
spection  at  any  time  upon  the  request  of 
an  officer  or  employee  of  the  Internal 
Revenue  Service  or  the  Council. 

(c)  Justification.  Upon  the  request  of 
an  officer  or  employee  of  the  Internal 
Revenue  Service  or  the  Council  any  firm 
which  has  filed  a  notice  of  a  proposed 
price  increase  or  increases  a  price  pur¬ 
suant  to  this  part,  shall : 

(1)  Specify  the  records  that  comply 
with  paragraph  (a)  of  this  section;  and 

(2)  Justify  that  proposed  price  in¬ 
crease  or  increased  price. 

(d)  Period  for  maintaining  records. 
Each  firm  required  to  maintain  a  record 
under  this  section  shall  preserve  that 
record  for  at  least  4  years  after  the  last 
day  of  the  calendar  year  in  which  the 
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transactions  or  other  events  recorded  in 
that  record  occurred  or  the  property  was 
acquired  by  that  firm  whichever  is  later. 

Subpart  I — Accounting  and  Financial 
Reporting  Requirements 

§  150.171  Comparabiliy  of  financial 
data. 

(a)  General.  When  filing  a  report  or 
other  document  under  this  part,  finan¬ 
cial  data  shall  be  restated  in  accordance 
with  the  provisions  of  this  section  in 
order  that  profit  margins  reflect  compa¬ 
rable  units. 

(b)  Acquisitions.  An  acquisition  in¬ 
cluding  the  purchase  of  a  separate  ac¬ 
counting  entity,  such  as  a  company  or 
division,  requires  adjustments  to  finan¬ 
cial  data  for  purposes  of  this  part  if  such 
an  acquisition  would  require  restatement 
or  disclosure  in  a  filing  with  the  SEC,  or 
if  the  acquisition  is  of  a  similar  type  but 
such  restatement  or  disclosure  is  not  re¬ 
quired  because  the  firm  does  not  file  re¬ 
ports  with  the  SEC. 

(c)  Divestments  and  discontinuations. 
A  divestment  of  a  separate  accounting 
entity  such  as  a  company  or  division  or 
a  discontinued  operation  requires  ad¬ 
justment  to  financial  data  for  purposes 
of  this  part  if  such  a  divestment  or  dis¬ 
continued  operation  would  require  re¬ 
statement  or  disclosure  in  a  filing  with 
the  SEC,  or  if  the  divestment  or  discon¬ 
tinued  operation  is  of  a  similar  type  but 
such  restatement  or  disclosure  is  not 
required  because  the  firm  does  not  file 
reports  with  the  SEC. 

(d)  Other  changes.  If  the  nature  of 
operations  of  a  firm  has  changed  so  that 
the  business  being  conducted  currently 
Is  of  a  significantly  different  nature  than 
the  business  previously  conducted  for  a 
reason  other  than  those  discussed  above, 
the  firm  may  request  an  exception  to  ad¬ 
just  profit  margins  appropriately  for  all 
pertinent  periods. 

Subpart  J — Special  Rules 

§  150.201  Loss  and  low  profit  firms. 

(a)  Applicability.  This  section  applies 
to  any  firm  which — 

(1)  Has  estimated  and  has  prepared 
supporting  documentation  in  accordance 
with  the  provisions  of  paragraph  (g)  of 
this  section  that  for  its  current  fiscal 
year  it  will  have  a  profit  margin  less 
than  the  minimum  profit  margin  allowed 
as  computed  in  accordance  with  para¬ 
graph  (c)  of  this  section;  and 

(2)  For  each  control  year  (as  deter¬ 
mined  pursuant  to  §  201.52  of  this  title) 
included  in  whole  or  in  part  in  the  cur¬ 
rent  fiscal  year  has  not  increased  the 
wages  or  salaries  of  any  of  its  officers  or 
employees  who  are  owners  or  relatives 
of  an  owner  in  excess  of  the  general  wage 
and  salary  standard  as  computed  in  ac¬ 
cordance  with  Economic  Stabilization 
Regulations,  unless  the  Council  or  its  del¬ 
egate  has  by  order  permitted  greater  in¬ 
creases  to  be  paid  with  respect  to  the 
appropriate  employee  unit  including 
such  employees,  in  which  case  the  firm 
may  grant  increases  to  the  extent  al¬ 
lowed  by  such  order  without  losing  its 
loss  or  low  profit  firm  qualification. 
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(b)  Definitions.  For  purposes  of  this 
paragraph — 

“Minimum  profit  margin  allowed” 
means  the  profit  margin  calculated  pur¬ 
suant  to  the  provisions  of  paragraph  (c) . 

“Owner”  means  an  officer  or  employee 
who  owns  (or  is  considered  to  own  within 
the  meaning  of  26  U.S.C.  318(a)  (1))  on 
any  day  of  the  fiscal  year  concerned, 
more  than  5  percent  of  the  outstanding 
stock  of  the  firm. 

“Relatives  of  an  owner”  shall  include 
only  those  members  of  the  family  speci¬ 
fied  in  26  U.S.C.  §  318(a)  (1) . 

(c)  Calculation  of  minimum  profit 
margin  allowed. — (1)  Service  activities. 
For  any  firm  which  during  its  most  re¬ 
cently  completed  fiscal  year,  derived  at 
least  90  percent  of  its  annual  sales  or 
revenues  from  the  furnishing  of  services, 
the  minimum  profit  margin  allowed  is  1 
percent. 

(2)  Other  activities.  For  any  other 
firm,  the  minimum  profit  margin  allowed 
is  that  corresponding  to  the  firm’s  capi¬ 
tal  turnover  ratio  and  is  set  forth  in 
Column  B  of  Table  I.  The  capital  turn¬ 
over  ratio  is  computed  by  dividing  the 
net  sales  for  the  most  recently  completed 
fiscal  year  or  the  alternative  fiscal  period 
by  average  total  capital  (long-term  debt 
plus  owner’s  equity,  less  investments,  the 
income  from  which  is  included  in  non¬ 
operating  income)  for  that  fiscal  year 
or  alternative  fiscal  period.  Calculations 
made  pursuant  to  this  section  must  be 
consistent  with  instructions  to  the  CLC- 
22  except  that  in  computing  the  profit 
margin,  the  firm  may  not  include  inter¬ 
est  expense  on  long  term  debt.  The  aver¬ 
age  total  capital  for  a  fiscal  year  or  al¬ 
ternative  fiscal  period  is  computed  by 
adding  the  outstanding  total  capital  at 
the  beginning  of  the  fiscal  year  or  alter¬ 
native  fiscal  period  to  the  outstanding 
total  capital  at  the  end  of  that  fiscal 
year  or  alternative  fiscal  period,  and  di¬ 
viding  the  sum  by  two: 

Table  I 

Column  B 
Minimum  Profit 


Column  A  Margin  Allowed 

Capital  Turnover  Ratio  ( percent ) 

Less  than  3.4  3.0 

3.4  or  more,  but  less  than  3.6  2.9 

3.6  or  more,  but  less  than  3.7  2.8 

3.7  or  more,  but  less  than  3.8  2.7 

3.8  or  more,  but  less  than  4.0  2.6 

4.0  or  more,  but  less  than  4.2  2.5 

4.2  or  more,  but  less  than  4.3  2.4 

4.3  or  more,  but  less  than  4.6  2.3 

4.5  or  more,  but  less  than  4.8  2.2 

4.8  or  more,  but  less  than  5.0  2.1 

5.0  or  more,  but  less  than  5.3  2.0 

5.3  or  more,  but  less  than  5.6  1.9 

5.6  or  more,  but  less  than  5.9  1.8 

5.9  or  more,  but  less  than  6.3  1.7 

6.3  or  more,  but  less  than  6.7  1.6 

6.7  or  more,  but  less  than  7.1  1.5 

7.1  or  more,  but  less  than  7.7  1.4 

7.7  or  more,  but  less  than  8.3  1.3 

8.3  or  more,  but  less  than  9.1  1.2 

9.1  or  more,  but  less  than  10.0  1.1 

10.0  or  more,  but  less  than  11.1  1.0 

11.1  or  more,  but  less  than  12.5  0.0 

12.5  or  more,  but  less  than  14.3  0.8 

14.3  or  more,  but  less  than  16.7  0.7 

16.7  or  more,  but  less  than  20.0  0.6 

20.0  or  more,  but  less  than  25.0  0.5 

25.0  or  more,  but  less  than  33.3  0.4 

33.3  or  more,  but  less  than  50.0  0.3 

50.0  or  more  0.2 
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(d)  Alternative  fiscal  period.  The  al¬ 
ternative  fiscal  period  is  the  best  two  of 
the  firm’s  base  period  years.  For  pur¬ 
poses  of  computing  the  alternative  fiscal 
period  capital  turnover  ratio  of  para¬ 
graph  (c)  (2)  of  this  section,  the  firm 
shall  add  the  net  sales  and  average  total 
capital,  for  the  firm’s  two  best  base  pe¬ 
riod  years  and  divide  the  sum  by  two. 

(e)  Pricing.  Notwithstanding  Subparts 
A,  E  or  K,  or  the  prenotification  require¬ 
ments  of  Subpart  H  of  this  part,  but 
subject  to  paragraphs  (f)  through  (h) 
of  this  section,  a  loss  or  low  profit  firm 
may  after  August  12,  1973  increase  any 
of  its  prices  by  an  amount  reasonably 
calculated  to  result  by  the  end  of  its 
third  fiscal  quarter  in  a  profit  margin 
that  does  not  exceed  the  minimum  profit 
margin  allowed  under  this  section. 

(f)  Wage  and  salary  limitations.  If  a 
firm  which  prices  pursuant  to  this  sec¬ 
tion  increases  during  any  control  year 
included  in  whole  or  in  part  in  the  cur¬ 
rent  fiscal  year  the  wages  and  salaries 
of  any  of  its  officers  or  employees  who 
are  owners  or  relatives  of  an  owner  in 
excess  of  the  general  wage  and  salary 
standard  as  computed  in  accordance  with 
Economic  Stabilization  Regulations  or 
in  excess  of  any  greater  increase  per¬ 
mitted  to  be  paid  by  order  of  the  Council, 
authority  to  price  pursuant  to  this  sec¬ 
tion  terminates. 

(g)  Reporting.  (1)  Each  price  category 
I  or  price  category  II  firm,  before  utiliz¬ 
ing  this  section  for  any  fiscal  year  or  part 
thereof,  in  addition  to  complying  with 
the  reporting  requirements  of  Subpart 
H,  and  before  charging  any  price  under 
this  section,  shall  furnish  to  the  Council 
sufficient  financial  data  to  support  its 
loss  or  low  profit  position.  The  data  sub¬ 
mitted  must  include  a  Schedule  R  to 
Form  CLC-22  completed  in  Parts  I 
through  V  for  the  current  fiscal  year  on  a 
projected  basis  and  for  the  alternative 
fiscal  period  and  Form  PB-3  or  PB-3A 
(if  appropriate)  for  each  appropriate 
employee  unit  which  includes  employees 
referred  to  in  paragraph  (f)  of  this 
section,  for  each  control  year  covered  in 
whole  or  in  part  by  any  fiscal  year  used 
to  calculate  the  minimum  profit  margin 
allowed  and  for  the  current  fiscal  year 
in  which  prices  are  to  be  increased  under 
this  section.  Such  a  firm  may  increase 
prices  under  this  section  after  30  days 
following  the  date  of  the  receipt  of  that 
financial  data  by  the  Council  unless,  dur¬ 
ing  that  30-day  period,  the  Council  sus¬ 
pends,  modifies  or  disapproves  that 
action.  The  Council  may  disapprove  such 
action  for  a  firm  whose  profit  margin  is 
at  or  above  the  average  profit  margin  of 
other  firms  engaged  in  the  same  indus¬ 
try. 

(2)  Each  price  category  III  firm,  before 
charging  any  price  under  this  section  in 
any  fiscal  year  shall  prepare  and  main¬ 
tain  at  its  principal  place  of  business 
sufficient  financial  data  to  support  its 
loss  or  low  profit  position  for  that  fiscal 
year.  The  data  prepared  must  include 
a  Schedule  R  to  Form  CLC-22  completed 
for  the  current  fiscal  year  on  a  projected 
basis  and  for  the  alternative  fiscal  period 
and  Form  PB-3  or  PB-3A  (if  appro- 
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priate)  for  each  appropriate  employee 
unit  which  includes  employees  referred 
to  in  paragraph  (f)  of  this  section,  for 
each  control  year  covered  in  whole  or  in 
part  by  any  fiscal  year  used  to  calculate 
the  minimum  profit  margin  allowed  and 
for  the  current  fiscal  year  in  which  prices 
are  to  be  increased  under  this  section. 

(h)  Termination  of  use  of  low  profit 
rule.  At  the  end  of  the  current  fiscal 
year,  or  within  45  days  after  the  end  of 
a  fiscal  quarter  in  the  current  fiscal  year 
in  which  a  loss  or  low  profit  firm  which 
has  increased  prices  pursuant  to  this 
section  achieves  its  minimum  profit 
margin  allowed  or  approaches  it  within 
.01  percent  at  an  annual  rate,  authority 
to  use  this  section  terminates.  There¬ 
after,  the  firm  must  conform  to  the  price 
rules  of  this  part  which  would  be  appli¬ 
cable  to  it  if  it  had  not  been  a  loss  or 
low  profit  firm.  However,  for  purposes 
of  this  part,  the  base  period  profit  margin 
of  the  firm  is  the  profit  margin  allowed  as 
calculated  pursuant  to  the  provisions 
of  this  section. 

§  150.202  Loss  or  low  base  period  profit 
margins. 

(a)  General.  Notwithstanding  the  pro¬ 
visions  of  subpart  A  and  the  definition 
of  base  period  profit  margin  in  subpart 
B,  a  firm  may  calculate  and  use  as  its 
base  period  profit  margin  the  minimum 
profit  margin  allowed  as  calculated  pur¬ 
suant  to  this  section. 

(b)  Calculation  of  profit  margin  al¬ 
lowed. — (1)  Service  activities.  For  any 
firm  which  in  its  most  recently  com¬ 
pleted  fiscal  year,  derived  at  least  90%  of 
its  annual  sales  or  revenues  from  the 
furnishing  of  services,  the  minimum 
profit  margin  allowed  is  1  percent. 

(2)  Other  activities.  For  any  other 
firm,  the  profit  margin  allowed  is  that 
corresponding  to  the  firm’s  capital  turn¬ 
over  ratio  and  is  set  forth  in  Column  B 
of  Table  II.  The  capital  turnover  ratio 
is  computed  by  dividing  the  sum  of  the 
net  sales  for  the  firm’s  two  best  base 
period  years  by  the  average  total  capital 
(long-term  debt  plus  owner’s  equity,  less 
investments,  the  income  of  which  is  in¬ 
cluded  in  nonoperating  income  of  those 
two  years) .  Calculations  made  pursuant 
to  this  section  must  be  consistent  with 
instructions  on  Form  CLC-22  except  that 
in  computing  the  profit  margin,  the  firm 
may  not  include  interest  expense  on  long 
term  debt.  The  average  total  capital  for  a 
fiscal  year  is  computed  by  adding  the 
outstanding  total  capital  at  the  begin¬ 
ning  of  the  fiscal  year  to  the  outstanding 
total  capital  at  the  end  of  that  fiscal 
year,  and  dividing  the  sum  by  two: 

Table  II 

Column  B 
Minimum  Profit 
Column  A  Margin  Allowed 


Capital  Turnover  Ratio  ( percent ) 

Less  than  3.4  3.0 

3.4  or  more,  but  less  than  3.6  2.9 

3.6  or  more,  but  less  than  3.7  2.8 

8.?  or  more,  but  less  than  3.8  2.7 

3.8  or  more,  but  less  than  4.0  2.6 

4.0  or  more,  but  less  than  4.2  2.5 

42  or  more,  but  less  than  4.3  2.4 

42  or  more,  but  less  than  4.6  2.3 


Table  n — Continued 

Column  B 
Minimum  Profit 
Column  A  Margin  Allowed 

Capital  Turnover  Ratio  (percent) 


4.5  or  more,  but  less  than  4.8  2.2 

4.8  or  more,  but  less  than  5.0  2.1 

5.0  or  more,  but  less  than  5.3  2.0 

5.3  or  more,  but  less  than  5.6  1.9 

6.6  or  more,  but  less  than  5.9  1.8 

6.9  or  more,  but  less  than  6.3  1.7 

6.3  or  more,  but  less  than  6.7  1.6 

6.7  or  more,  but  less  than  7.1  1.5 

7.1  or  more,  but  less  than  7.7  1.4 

7.7  or  more,  but  less  than  8.3  1.3 

8.3  or  more,  but  less  than  9.1  1.2 

9.1  or  more,  but  less  than  10.0  1.1 

10.0  or  more,  but  less  than  11.1  1.0 

11.1  or  more,  but  less  than  12.5  0.9 

12.5  or  more,  but  less  than  14.3  0.8 

14.3  or  more,  but  less  than  16.7  0.7 

16.7  or  more,  but  less  than  20.0  0.6 

20.0  or  more,  but  less  than  25.0  0.6 

25.0  or  more,  but  less  than  33.3  0.4 

33.3  or  more,  but  less  than  50.0  0.3 

50.0  or  more  02 


(c)  Reports.  A  firm  which  calculates 
and  uses  a  minimum  profit  margin  al¬ 
lowed  in  lieu  of  its  base  period  profit 
margin  as  calculated  pursuant  to  sub¬ 
part  B,  shall  prepare  and  submit  in  ac¬ 
cordance  with  the  forms  and  instruc¬ 
tions  issued  by  the  Council,  the  financial 
data  used  to  compute  the  minimum  profit 
margin  allowed. 

§  150.203  Seasonal  patterns. 

(a)  General.  Notwithstanding  any 
other  provisions  of  this  part  including 
the  prenotification  requirements  of  Sub¬ 
part  H,  prices  which  normally  fluctuate 
in  distinct  seasonal  patterns  may  be  ad¬ 
justed  as  prescribed  in  this  section. 

(b)  Distinct  fluctuation.  Prices  must 
show  a  large  or  otherwise  distinct  fluctu¬ 
ation  at  a  specific,  identifiable  point  in 
time.  The  distinct  fluctuation  must  be 
an  established  practice  that  has  taken 
place  in  each  of  the  3  years  before  the 
date  of  the  contemplated  change.  New 
firms  may  determine  their  qualifications 
from  those  generally  prevailing  with  re¬ 
spect  to  firms  similarly  situated,  selling 
or  leasing  in  the  same  marketing  area. 
If  there  are  not  similar  firms  in  the  im¬ 
mediate  area,  qualification  may  be  estab¬ 
lished  by  reference  to  the  nearest  similar 
marketing  area. 

(c)  Time  of  price  fluctuation.  The  price 
fluctuation  referred  to  in  paragraph  (b) 
of  this  section  may  not  take  place  at  a 
time  other  than  the  time  at  which  that 
fluctuation  took  place  in  the  preceding 
year  unless  the  date  of  the  price  fluctua¬ 
tion  is  tied  to  a  specific  event  such  as  a 
previously  planned  introduction  of  new 
models. 

(d)  Allowable  price.  Subject  to  para¬ 
graph  (e)  of  this  section,  if  the  require¬ 
ments  of  paragraphs  (b)  and  (c)  of  this 
section  are  met,  the  maximum  price 
which  may  be  charged  by  the  person  con¬ 
cerned  is  the  greater  of  the  following: 

(1)  The  base  price  determined  under 
Subpart  F  of  this  part; 

(2)  The  price  authorized  pursuant  to 
the  provisions  of  Subpart  E  or  K;  or 

(3)  The  price  charged  by  that  firm 
during  the  first  30  days  of  the  period 
following  the  current  seasonal  price  ad¬ 


justment,  or  if  the  season  was  less  than 
30  days,  during  the  period  of  that  season. 

For  purposes  of  paragraph  (a)  of  this 
section,  the  price  charged  during  that  30- 
day  period,  or  the  period  of  the  season  if 
less  than  30  days,  is  the  weighted  average 
of  the  prices  charged  on  all  transactions 
during  that  period. 

(e)  Limitation.  Notwithstanding  para¬ 
graph  (d)  of  this  section,  a  firm  which 
charges  a  price  pursuant  to  this  section, 
may  not  exceed  its  base  period  profit 
margin. 

(f)  Return  to  nonseasonal  prices.  Each 
firm  that  increases  a  price  under  this 
section  shall  decrease  that  price  at  the 
same  date  or  identifiable  point  in  time 
as  the  price  was  decreased  in  the  previous 
season.  The  price  shall  be  decreased  to 
the  allowable  price  for  the  applicable 
season,  pursuant  to  paragraph  (d)  of 
this  section. 

§  150.204  Marketing  cooperatives  and 
market  risk-sharing  transactions. 

(a)  Applicability.  This  section  applies 
to — 

(1)  Sales  of  products  or  services  by  a 
marketing  cooperative,  as  defined  in 
paragraph  (b)  of  this  section,  for  its 
members  and  for  other  persons;  and 

(2)  transactions  for  the  sale  of  prod¬ 
ucts  or  services  by  a  seller  to  a  buyer  in 
which  the  price  is  set  in  whole  or  in  sub¬ 
stantial  part  by  reference  to  the  buyer’s 
proceeds  from  the  later  resale  of  the 
product  or  service,  or  the  sale  by  that 
buyer  of  another  product  or  service  into 
which  the  initial  product  or  service  is 
processed  or  made. 

(b)  Definitions.  For  the  purposes  of 
this  section  “marketing  co-operative” 
means  a  firm  that  is  organized  or  op¬ 
erated  on  a  cooperative  basis  for  the 
purpose  of  marketing  the  products  or 
services  of  its  members  and  other  per¬ 
sons,  and  turning  back  to  them  the  pro¬ 
ceeds  of  sales,  less  expenses,  on  the  basis 
of  either  the  quantity  or  the  value  of  the 
products  or  services  furnished  by  them, 
or  that  does  not  make  a  profit  on  the 
sales  for  its  members,  either. 

(1)  Because  the  market  price  obtained 
is  only  enough  to  cover  costs  and  ex¬ 
penses  and  payment  for  their  products 
or  services,  or 

(2)  Because  a  later  additional  pay¬ 
ment  adjusts  the  payment  for  this  pur¬ 
pose  may  be  cash  or  other  item  of  value 
which  qualifies  as  a  “patronage  divi¬ 
dend"  under  Section  1388  of  the  Internal 
Revenue  Code  of  1954,  as  amended.  A 
firm  is  not  disqualified  from  being  a  mar¬ 
keting  co-operative  by  conducting  a  por¬ 
tion  of  its  transactions  with  nonmem¬ 
bers.  Each  transaction  of  the  kind 
described  in  paragraph  (a)  (2)  of  this 
section  is  a  “market  risk-sharing  trans¬ 
action”  and  is  considered  to  bind  the 
buyer  and  seller  of  that  transaction  to  a 
“market  risk-sharing  agreement”.  The 
price  which  is  charged  in  a  market  risk¬ 
sharing  transaction  is  a  “market  risk- 
sharing  price”.  The  total  proceeds  which 
a  firm  receives  from  a  marketing  co¬ 
operative  for  a  product  or  service  which 
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the  co-operative  markets  for  that  firm  is 
also  a  “market  risk-sharing  price”. 

(c)  General.  A  market  risk-sharing 
price,  as  defined  in  paragraph  (b)  of  this 
section,  may  not  exceed  the  price  au¬ 
thorized  to  be  charged  under  any  other 
provision  of  this  part  if  the  kind  of  prod¬ 
uct  or  service  and  the  kind  of  transaction 
concerned  are  not  exempt  from  the  Eco¬ 
nomic  Stabilization  Program  under  Sub¬ 
part  D.  If  a  market  risk-sharing  price  is 
exempt  thereunder,  and  if  that  price  is 
one  of  the  costs  of  another  product  or 
service  which  is  not  exempt  thereunder, 
the  manufacturer,  service  organization, 
wholesaler,  or  retailer  for  whom  such  a 
market  risk-sharing  price  is  a  cost  may 
charge  a  price  in  excess  of  the  base  price, 
adjusted  freeze  price  or  other  authorized 
price  for  that  other  product  or  service 
under  the  same  conditions  and  subject 
to  the  same  restrictions  as  would  other¬ 
wise  apply  to  that  person  under  this  part, 
except  that — 

(1)  If  that  firm  is  also  a  marketing  co¬ 
operative  and  charges  a  price  pursuant 
to  this  section,  the  ratio  of  its  operating 
Income  to  its  net  sales  in  the  current 
fiscal  year  may  not  exceed  the  ratio 
which  prevailed  during  the  base  period 
(in  computing  this  ratio  the  firm  may 
elect  to  reduce  operating  income  by 
patronage  dividends  in  both  the  base 
period  and  the  current  period) ;  and 

(2)  The  costs  which  are  determined  by 
the  market  risk-sharing  plan  shall,  for 
the  purposes  of  this  part,  be  considered 
to  be  imputed  allowable  costs. 

(d)  Imputed  allowable  costs.  The  im¬ 
puted  allowable  cost  shall  be: 

(1)  Any  price  that  is  published  or 
otherwise  documented  as  prevailing  in 
the  trade  and  which  the  firm  has  cus¬ 
tomarily  used  in  establishing  a  payment 
at  the  time  of  delivery  of  the  product  or 
service,  or  in  determining  pool  interest 
In  deliveries  of  the  product  or  service; 
or  if  none, 

(2)  The  average  documented  price 
paid  by  competitors  for  the  same  prod¬ 
uct  or  service  in  transactions  that  are 
not  by  the  marketing  co-operative  or  are 
not  market  risk-sharing  transactions  in 
the  same  marketing  area,  or,  if  no  sig¬ 
nificant  number  of  those  transactions 
are  occurring  in  the  same  marketing 
area,  in  the  closest  substantially  similar 
marketing  area;  or  if  none, 

(3)  The  published  price  of  the  same 
product  or  service  under  Federal  Gov¬ 
ernment  support  programs.  State  or 
Federal  marketing  orders,  commodity 
market  quotations,  or  Department  of 
Agricultural  Market  News  Service  Re¬ 
ports,  whichever  is  most  commonly  used 
in  the  trade  as  an  indicator  of  current 
commercial  market  prices;  or  if  none, 

(4)  The  published  price  or  average 
documented  price  paid  by  competitors 
for  a  related  product  or  service  that  has 
a  similar  price  pattern  in  the  same  mar¬ 
keting  area,  or  in  the  closest  substan¬ 
tially  similar  marketing  area. 

§  1 50.205  Purchasing  co-operatives. 

(a)  Applicability.  This  section  applies 
to  sales  of  products  or  services  by  a  pur¬ 
chasing  co-operative,  as  defined  in  para¬ 
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graph  (b)  of  this  section,  to  its  members 
and  to  other  persons. 

(b)  Definitions.  For  the  purposes  of 
this  section  “purchasing  cooperative” 
means  a  firm  that  is  organized  or  oper¬ 
ated  on  a  co-operative  basis  for  the  pur¬ 
pose  of  purchasing  or  manufacturing 
products  or  services  for  its  members  and 
other  persons  at  cost,  plus  expenses,  or 
that  does  not  make  a  profit  on  sales  to  its 
members,  either  because  the  initial  price 
charged  is  only  enough  to  cover  costs  and 
expenses  or  because  a  later  refund  re¬ 
duces  the  net  price  to  such  an  amount. 
A  refund  for  this  purpose  may  be  cash  or 
other  item  of  value  which  qualifies  as  a 
“patronage  dividend”  under  Section  1388 
of  the  Internal  Revenue  Code  of  1954,  as 
amended.  A  firm  is  not  disqualified  from 
being  a  purchasing  co-operative  by  con¬ 
ducting  a  portion  of  its  transactions  with 
nonmembers. 

(c)  General.  A  purchasing  co-opera¬ 
tive  may  charge  any  price  for  a  product 
or  service  it  sells  to  its  members  or  other 
persons,  except  that  a  firm  which  prices 
pursuant  to  this  section,  the  ratio  of  its 
operating  income  to  its  net  sales  in  the 
current  fiscal  year,  may  not  exceed  the 
ratio  that  prevailed  during  the  base  pe¬ 
riod  (in  computing  this  ratio  the  firm 
may  elect  to  reduce  operating  income  by 
patronage  dividend  in  both  the  base 
period  and  the  current  period) . 

(d)  Exceptions.  A  purchasing  co¬ 
operative  that  sells  a  product  to  its  mem¬ 
bers  or  other  persons  primarily  for  their 
resale  and  not  for  their  use  or  consump¬ 
tion  shall  charge  a  price  in  accordance 
with  its  allowable  costs  or  gross  margins 
for  the  item’s  merchandise  category.  In 
computing  its  ratio  or  operating  income 
to  net  sales  a  purchasing  co-operative 
may  not  use  the  election  authorized  in 
paragraph  (c)  of  this  section  for  patron¬ 
age  dividends.  The  provisions  of  this 
paragraph  do  not  apply  to  a  sale  made  by 
a  purchasing  co-operative  operating  un¬ 
der  the  Agricultural  Marketing  Act  of 
1929,  as  amended  (12  USC  1141(j) ) ,  to  a 
member  or  other  person  of  that  co¬ 
operative  who  is  also  a  co-operative  and 
only  resells  to  its  members  or  other  per¬ 
sons  for  their  use  or  consumption. 

§  150.220  Stabilization  of  particular  in¬ 
dustries  and  sectors. 

(a)  Whenever  the  Council  finds  it 
necessary  to  achieve  the  goals  of  the  Eco¬ 
nomic  Stabilization  Program,  it  may 
issue  regulations  providing  for  the  sta¬ 
bilization  of  prices  in  a  particular  in¬ 
dustry,  sector  of  the  economy  or  part 
thereof. 

(b)  The  Council  may  order  public 
hearings  with  respect  to  the  regulations 
issued  or  to  be  issued  pursuant  to  para¬ 
graph  (a)  of  this  section  if  the  Council 
determines  that  public  hearings  would 
aid  in  achieving  the  goals  of  the  Eco¬ 
nomic  Stabilization  Program. 

Subpart  K — Retailers  and  Wholesalers 
§  150.301  Applicability. 

Except  as  otherwise  provided  in  this 
part,  this  subpart  applies  to  all  firms  en¬ 
gaged  In  retailing  or  wholesaling  or  both. 


§  150.302  Definitions. 

As  used  in  this  subpart : 

“Adjusted  freeze  price”  means  (a)  ad¬ 
justed  freeze  price  as  defined  in  §  150.72, 
and  (b)  with  respect  to  an  item  sold  in  a 
catalogue,  any  price  specified  for  that 
item  in  a  catalogue  printed  by  a  firm  en¬ 
gaged  in  retailing  or  wholesaling  prior  to 
July  18,  1973,  and  which  was  in  conform¬ 
ance  with  §  130.13  of  this  chapter. 

“Category”  means  (a)  a  group  of 
related  customers  distinguished  from 
other  customers  because  of  customary 
price  differentials  between  those  custom¬ 
ers  and  other  customers,  which  is  treated 
as  a  single  pricing  unit  irrespective  of  the 
products  they  purchase,  for  the  pur¬ 
poses  of  this  subpart,  or  (b)  a  group  of 
related  products  which  is  treated  as  a 
single  pricing  unit  for  the  purposes  of 
this  subpart. 

“Pricing  base  period”  means,  at  the 
option  of  the  firm,  either  the  last  fiscal 
year  ending  prior  to  February  5,  1973  or 
the  most  recent  four  fiscal  quarters  fend¬ 
ing  prior  to  February  5,  1973. 

“Pricing  entity”  means  the  lowest  level 
of  organization  within  a  firm  at  which 
the  initial  pricing  decisions  are  made, 
irrespective  of  whether  these  decisions 
may  be  modified  at  a  lower  level. 


§  150.303  Computing  customary  initial 
percentage  markups  and  gross  mar¬ 
gins. 


For  the  purposes  of  this  subpart — 

(a)  Customary  initial  percentage 


.  Initial  price  — Cost 
markup = - - 


xioo 


Where: 


Initial  price = Total  sales  prices  of  all  mer¬ 
chandise  within  a  category 
when  first  offered  for  sale;  and 
Cost = Total  invoice  costs  of  all  mer¬ 
chandise  within  a  category 
plus  transportation  allocated 
to  that  merchandise. 


(b)  Gross  margin— 
Where: 


Revenues  —  Cost 
Cost 


X100 


Revenues = Total  revenues  realized  from 
•  the  sales  of  merchandise 
within  a  category  less  returns 
and  credits;  and 

Cost = Total  Invoice  costs  of  all  mer¬ 
chandise  within  a  category 
plus  transportation  allocated 
to  that  merchandise. 


§  150.304  General  price  control  rules. 

(a)  A  price  category  I  or  price  cate¬ 
gory  n  firm  may  not  increase  the  price 
of  any  item  above  the  adjusted  freeze 
price  for  that  item,  until  it  submits  the 
merchandise  pricing  plan  required  by 
§  150.306(a).  Thereafter  it  may  increase 
prices  in  accordance  with  the  provisions 
of  this  subpart.  A  price  category  in  firm 
may  not  increase  the  price  of  any  item 
above  the  adjusted  freeze  price  for  that 
item  until  it  completes  the  merchandise 
pricing  plan  required  by  §  150.310.  There¬ 
after  it  may  increase  prices  in  accord¬ 
ance  with  the  provision  of  this  subpart. 

(b)  A  firm  engaged  in  retailing  or 
wholesaling  must  elect  to  be  controlled 
under  this  subpart  on  the  basis  of  either 
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(1)  customary  initial  percentage  mark¬ 
ups  applied  to  categories  or  (2)  gross 
margins  realized  for  categories.  A  firm 
which  elects  to  be  controlled  on  the  cus¬ 
tomary  Initial  percentage  markups  and 
which  customarily  prices  on  an  item-by¬ 
item  basis  may  continue  to  price  on  that 
basis;  however,  for  purposes  of  this  sub¬ 
part  the  firm  must  comply  with  the  cus¬ 
tomary  initial  percentage  markup  rules 
applied  on  a  category  basis. 

(c)  Except  as  provided  in  paragraph 
(e)  of  this  section,  a  firm  which  increases 
the  price  for  any  item  above  the  ad¬ 
justed  freeze  price  for  that  item  must 
control  the  prices  it  charges  for  the  cate¬ 
gory  in  which  the  item  falls  so  that — 

(1)  For  any  fiscal  quarter  the  custom¬ 
ary  initial  percentage  markup  or  the 
gross  margin  for  that  category  does  not 
exceed  the  higher  of — 

(1)  The  customary  initial  percentage 
markup  applied  to  that  category  or  the 
gross  margin  realized  for  that  category 
during  the  corresponding  fiscal  quarter  of 
the  pricing  base  period;  or 

(ii)  The  customary  initial  percentage 
markup  applied  to  that  category  or  the 
gross  margin  realized  for  that  category 
during  the  pricing  base  period; 

(2)  For  any  fiscal  year  the  customary 
initial  percentage  markup  applied  to  that 
category  or  the  gross  margin  for  that 
category  does  not  exceed  the  customary 
initial  percentage  markup  or  the  gross 
margin  realized  for  that  category  during 
the  pricing  base  period;  and 

(3)  The  firm’s  profit  margin  for  any 
fiscal  year  in  which  the  increased  price 
is  charged  does  not  exceed  its  base  pe¬ 
riod  profit  margin  except  as  provided  in 
§  150.11. 

(d)  So  long  as  a  firm  engaging  in  re¬ 
tailing  or  wholesaling  does  not  increase 
the  price  of  any  item  within  a  particu¬ 
lar  category  in  excess  of  the  adjusted 
freeze  price  for  that  item,  the  limitations 
prescribed  in  paragraph  (c)  (1)  and  (2) 
of  this  section  do  not  apply  to  that  cate¬ 
gory. 

(e)  In  the  case  of  a  firm  which  en¬ 
gages  in  retailing  or  wholesaling  of  both 
food  products  and  non-food  products, 
the  requirements  of  Subpart  M  of  Part 
130  and  Subpart  I  of  Part  140  of  this 
title  remain  applicable  to  the  sale  of  food 
products. 

§  150.305  Establishment  of  categories. 

(a)  Except  as  otherwise  provided  in 
this  section,  a  firm  engaging  in  retailing 
or  wholesaling  shall  use  the  merchandise 
categories  set  forth  in  the  Appendix  to 
this  subpart. 

(b)  If  the  firm  sells  items  which  do 
not  fall  within  any  of  the  categories 
listed  in  Appendix  A  or  which  because 
of  the  nature  of  its  business  could  not, 
in  accordance  with  its  normal  account¬ 
ing  and  management  practices,  be  so 
grouped,  it  may  form  merchandise  cate¬ 
gories  of  all  related  items  falling  within 
the  same  general  description  and  include 
those  categories  in  its  merchandise  pric¬ 
ing  plan.  For  all  such  categories  included 
in  a  plan  required  to  be  submitted  to  the 


Cost  of  Living  Council  pursuant  to 
§  150.307,  the  firm  shall  submit  with  the 
plan  a  statement  demonstrating  that 
those  categories  are  consistent  with  the 
requirements  of  this  subpart. 

(c)  If  the  firm’s  customary  business 
relies  on  customer  categories  rather  than 
merchandise  categories,  it  may  substitute 
customer  categories  in  its  merchandise 
pricing  plan.  When  such  a  substitution 
is  made  in  a  plan  required  to  be  sub¬ 
mitted  to  the  Cost  of  Living  Council  pur¬ 
suant  to  §  150.306,  the  firm  shall  also 
submit  a  statement  demonstrating  that 
the  categories  are  consistent  with  the 
requirements  of  this  subpart. 

(d)  A  firm  which  is  subject  to  this 
subpart  and  which  also  engages  in  manu¬ 
facturing  or  service  activities,  or  both, 
is  subject  to  the  requirements  of  subpart 
E  of  this  part  with  respect  to  its  manu¬ 
facturing  and  service  activities.  However, 
if  the  sales  or  revenues  derived  from 
manufacturing  and  service  activities 
were  less  than  $50  million  and  less  than 
10  percent  of  the  firm’s  total  retailing 
or  wholesaling  revenues  for  the  most  re¬ 
cently  completed  fiscal  year,  the  firm 
may  include  its  manufacturing  and  serv¬ 
ice  activities  in  its  merchandising  pric¬ 
ing  plan.  When  manufacturing  or  service 
activities  are  so  included,  customary  ini¬ 
tial  percentage  markups  and  gross  mar¬ 
gins  shall  be  computed,  in  the  case  of 
manufacturing  activities,  on  the  basis  of 
direct  material  costs  and,  in  the  case  of 
service  activities,  on  the  basis  of  direct 
material  and  labor  costs. 

§  150.306  Merchandise  pricing  plans; 
firms  with  annual  revenues  of  $50 
million  or  more. 

(a)  Each  price  category  I  firm  and 
each  price  category  n  firm  to  which  this 
subpart  applies,  shall  prepare  and  sub¬ 
mit  to  the  Cost  of  Living  Council  a  mer¬ 
chandise  pricing  plan.  The  plan  must 
include — 

(1)  A  description  of  the  internal  or¬ 
ganization  as  it  relates  to  pricing  in  the 
firm’s  retailing  or  wholesaling  activities; 

(2)  A  list  of  the  firm’s  retailing  or 
wholesaling  pricing  entities; 

(3)  A  completed  form  as  specified  by 
the  Council  on  each  pricing  entity  stat¬ 
ing  its  selection  of  either  the  customary 
initial  percentage  markup  or  gross  mar¬ 
gin  basis  for  control  and  its  selection  of 
pricing  base  period  and  setting  forth  its 
categories,  the  pricing  base  period  cus¬ 
tomary  initial  percentage  markup  ap¬ 
plied  to  or  the  gross  margin  realized  for 
each  category,  and  the  customary  initial 
percentage  markup  applied  to  or  the 
gross  margin  realized  for  each  category 
during  each  fiscal  quarter  of  the  pricing 
base  period; 

(4)  A  list  of  products  or  product  lines 
carried  by  the  firm  and 

(5)  A  description  of  the  manner  in 
which  the  firm  makes  its  pricing  deci¬ 
sions. 

(b)  Within  60  days  after  it  receives 
a  firm’s  merchandise  pricing  plan,  the 
Council  will  review  the  plan  and  (1)  ap¬ 
prove  it  or  (2)  take  the  action  provided 
for  in  §  150.308. 


§  150.307  Merchandise  pricing  plans; 
firms  selling  both  food  and  non-food 
products. 

In  the  case  of  a  merchandise  pricing 
plan  for  a  firm  which  engages  in  retailing 
or  wholesaling  both  meat  or  other  food 
products  which  are  subject  to  Subpart  M 
of  Part  130  or  Subpart  I  of  Part  140  of 
this  title  and  non-food  products,  the  firm 
shall,  to  the  extent  consistent  with  its 
customary  pricing  practices  exclude  all 
meat  and  other  food  items  from  the  cate¬ 
gories  submitted.  Insofar  as  meat  and 
other  food  products  are  not  so  excluded 
they  may  be  included  in  the  firm’s  mer¬ 
chandise  pricing  plan.  However,  as  pro¬ 
vided  in  §  150.304(e),  pricing  of  those 
food  products  remains  subject  to  the  re¬ 
quirements  of  Subpart  M  of  Part  130  and 
Subpart  I  of  Part  140  of  this  title. 

§  150.308  Incomplete  and  noncomform- 
ing  plans. 

(a)  If  after  reviewing  a  merchandise 
pricing  plan  submitted  pursuant  to 
§  150.306,  the  Cost  of  Living  Council  de¬ 
termines  that  the  information  submitted 
is  incomplete  or  inaccurate  or  that  the 
plan  does  not  conform  to  the  require¬ 
ments  of  this  subpart,  it  will  notify  the 
submitting  firm  of  its  determination  and 
the  basis  for  that  determination  and 
whether  or  not  the  firm  may  implement 
any  further  price  increases.  The  firm 
shall,  within  the  time  prescribed  by  the 
Council,  submit  to  the  Council  such  ad¬ 
ditional  data  or  information  as  the 
Council  may  require  or  such  modifica¬ 
tions  to  its  plan  as  may  be  necessary  to 
bring  it  into  conformance  with  the  re¬ 
quirements  of  this  subpart.  Effective 
upon  receipt  of  the  notice,  if  so  provided, 
the  firm  may  not  implement  any  fur¬ 
ther  price  increases  until  the  Council 
approves  the  plan  or  otherwise  advises 
the  firm. 

(b)  In  addition,  if  the  firm  fails  to 
submit  the  required  additional  data,  in¬ 
formation,  or  modifications,  within  the 
time  prescribed  by  the  Council  or,  if  af¬ 
ter  submission  thereof,  the  Council  de¬ 
termines  that  the  merchandise  pricing 
plan  still  does  not  conform  to  the  require¬ 
ments  of  this  subpart,  it  may  order  the 
firm  to  reduce  its  prices  to  adjusted  freeze 
prices  or  such  other  level  above  adjusted 
freeze  prices  as  the  Council  may  deter¬ 
mine  to  be  appropriate  and  to  submit  a 
new  plan. 

§  150.309  Merchandise  pricing  plans; 
use  and  modification. 

(a)  Effective  upon  a  firm’s  submission 
of  its  merchandise  pricing  plan  to  the 
Cost  of  Living  Council  and  subject  to 
any  modifications  that  may  result  from 
the  Council’s  review,  the  firm  will  be  con¬ 
trolled  on  the  basis  of  the  categories  and 
the  pricing  base  period  customary  initial 
percentage  markups  or  gross  margins 
specified  In  the  plan  as  submitted  or  as 
modified,  as  the  case  may  be. 

(b)  Once  a  firm  has  submitted  its  mer¬ 
chandise  pricing  plan  it  may  not  modify 
the  plan  unless  (1)  required  to  do  so  as  a 
result  of  the  Council’s  review  or  (2)  the 
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modification  is  first  approved  by  the 
Council. 

§  150.310  Merchandise  pricing  plana; 
firms  with  annual  revenues  of  less 
than  $50  million. 

Each  price  category  HI  firm  to  which 
this  subpart  applies,  shall  prepare  and 
maintain  at  its  principal  place  of  busi¬ 
ness,  a  merchandise  pricing  plan.  The 
firm  may  group  all  of  its  retail  or  whole¬ 
sale  products  into  a  single  merchandise 
category,  in  which  case  its  merchandise 
pricing  plan  need  only  consist  of  a  com¬ 
pleted  form  prescribed  by  the  Council 
stating  its  selection  of  either  the  custom¬ 
ary  initial  percentage  markup  or  gross 
margin  basis  and  its  selection  of  pricing 
base  period  and  setting  forth  the  base 
period  customary  initial  percentage 
markup  or  gross  margin  information  for 
that  single  category.  However,  if  the 
firm  elects  to  use  more  than  one  category, 
its  plan  must  include  to  the  extent  appli¬ 
cable,  each  of  its  items  specified  in 
§  150.307(a)  for  plans  required  to  be  sub¬ 
mitted  to  the  Cost  of  Living  Council. 

§150.311  Reporting. 

Each  price  category  I  firm  and  each 
price  category  II  firm  to  which  this  sub¬ 
part  applies  shall  prepare  and  submit 
pricing  and  profit  margin  reports  to  the 
Cost  of  Living  Council  within  45  days 
after  the  end  of  each  fiscal  quarter  or 
within  90  days  after  the  end  of  each 
fiscal  year  on  forms  prescribed  by  the 
Council. 

§  150.312  Relief  from  eertain  eategory 
overages. 

(a)  If  a  firm’s  customary  initial  per¬ 
centage  markup  or  gross  margin  for  a 
category  containing  both  items  exempt 
pursuant  to  Subpart  D  of  this  part  and 
nonexempt  items,  exceeds  the  limitations 
prescribed  in  §  150.304(c)(1)  or  (2),  the 
Cost  of  Living  Council  shall  for  purposes 
of  determining  compliance  with  this  sub¬ 
part,  excuse  the  overage  to  the  extent  the 
firm  can  demonstrate  that  the  overage  is 
attributable  to  the  sale  of  exempt  items. 

(b)  If  a  firm’s  customary  initial  per¬ 
centage  markup  or  gross  margin  for  a 
category  exceeds  the  limitations  pre¬ 
scribed  in  §  150.304(c)  (1)  or  (2) ,  the  Cost 
of  Living  Council  shall  for  purposes  of 
determining  compliance  with  this  sub¬ 
part.  excuse  the  overage  to  the  extent 
the  firm  can  demonstrate  that  the  over¬ 
age  is  attributable  to  prices  specified  in 
contracts  entered  into  before  9:00  p.m. 
e.s.t.,  June  13,  1973,  under  which  de- 

[  livery  or  performance  occurs  after  Au¬ 

gust  12, 1973,  and  before  January  1,  1974. 

(c)  In  determining  whether  a  retailer 
or  wholesaler  is  in  violation  of  the  limita¬ 
tions  prescribed  in  8  150.304(c)(1)  or 
(2),  the  Council  may  take  into  account 
temporary  unforeseen  changes  in  prod¬ 
uct  mix. 


§  150.313  Repurification  of  a  quarterly 
eategory  violation. 

(a)  If  a  firm’s  customary  Initial  per¬ 
centage  markup  or  gross  margin  for  a 
particular  category  for  any  fiscal  quar¬ 
ter  other  than  the  fourth  fiscal  quarter, 
exceeds  the  limitations  prescribed  in 
§  150.304(c)  (1),  the  Cost  of  Living  Coun¬ 
cil  will  excuse  the  violation  to  the  extent 
that  the  firm  offsets  the  overage  in  the 
succeeding  fiscal  quarter. 

(b)  If  a  firm’s  customary  initial  per¬ 
centage  markup  or  gross  margin  for  a 
particular  category  has  not  exceeded  the 
limitations  prescribed  in  §  150.304(c)(1) 
during  any  of  the  first  three  fiscal  quar¬ 
ters  but  exceeds  those  limits  for  the 
fourth  fiscal  quarter,  the  Cost  of  Living 
Council  will  excuse  the  violation  if  the 
customary  initial  percentage  markup  or 
the  gross  margin  for  the  category  for  the 
fiscal  year  is  within  the  limitation  pre¬ 
scribed  in  §  150.304(c)(2). 

(c)  If  a  firm’s  customary  Initial  per¬ 
centage  markup  or  gross  margin  for  a 
particular  category  has  not  exceeded  the 
limitations  prescribed  in  §  150.304(c)(1) 
during  any  of  the  first  three  fiscal  quar¬ 
ters  but  exceeds  those  limits  for  the 
fourth  fiscal  quarter  and  for  the  fiscal 
year,  the  Cost  of  Living  Council  will  re¬ 
duce  any  sanctions  it  may  impose  for  the 
violations  to  the  extent  that  the  firm  off¬ 
sets  the  lesser  of  those  two  overages  in 
the  succeeding  fiscal  quarter. 

(d)  A  firm  is  entitled  to  the  quarterly 
customary  initial  percentage  markup  or 
gross  margin  overage  relief  provided  by 
this  section  only  once  per  category  within 
any  fiscal  year. 

Appendix  to  Subpart  K  Merchandise  Cate¬ 
gories  Applicable  to  Retailing  and  Whole¬ 
saling 

101.  Men’s  Clothing 

102.  Men’s  Accessories 

103.  Women's  Clothing 

104.  Women’s  Accessories 

105.  Boy’s  Clothing  &  Accessories 

106.  Girl’s  Clothing  &  Accessories 

107.  Infants  Wear 

108.  Men’s  Shoes 
loi).  Women’s  Shoes 

110.  Children’s  Shoes 

111.  Jewelry 

112.  Watches 

113.  Luggage  and  Related  Items 

114.  Sporting  Goods 

115.  Hobbles,  Crafts  &  Educational  Materials 

116.  Musical  Instruments 

117.  Stationery  and  Greeting  cards 

118.  Books,  Magazines  and  Newspapers 

121.  Major  Appliances 

122.  Housewares — small  appliances,  kitchen¬ 

ware,  etc. 

123.  Domestics — yard  goods,  linens,  etc. 

124.  Gift  ware 

125.  Notions — sewing  supplies,  closet  acces¬ 

sories,  etc. 

126.  Living  Room  Furniture 

127.  Bedroom  Furniture 

128.  Dining  Furniture 

129.  Outdoor  Furniture 

130.  Lamps  and  Other  Lighting  Fixtures 


131.  Rugs,  Carpets  and  Other  Floor  Cover¬ 

ing* 

132.  Wallpaper  and  Other  Wall  Coverings 

133.  China  and  Crystal  Ware 

134.  Silver  Pieces  &  Silverware 

135.  Glassware 

141.  Building  Supplies 

142.  Power  Tools 

143.  Hand  Tools 

144.  Paints 

145.  Garden  Supplies 
161.  Automobiles,  by  make 

152.  Auto  Parts  and  Accessories 

153.  Trucks  &  Buses 

154.  Recreational  Vehicles 

155.  Mobile  Homes 

156.  Boats 

157.  Aircraft 

161.  Ophthalmic  Equipment 

162.  Eyewear 

165.  Medical  &  Dental  Equipment  and 

Supplies 

166.  Photographic  Equipment  &  Supplies 

171.  Office  Supplies 

172.  Office  Equipment 

181.  Beer,  Wine,  Liquor 

182.  Tobacco  Products 

183.  Cosmetics,  Beauty  Aids,  and  Toiletries 

184.  Non-prescription  Drugs 

195.  Prescription  Drugs 

196.  Cafeterias  &  Restaurants 

Subparts  L-O — [Reserved] 

Subpart  P — Mass  Transportation  Systems 
§  150.551  Purpose  and  scope. 

Tills  subpart  applies  to  all  firms  which 
operate  or  control  a  mass  transportation 
system,  the  fares  of  which  are  not  other¬ 
wise  regulated. 

§  150.552  Definition. 

As  used  in  this  Subpart — 

“Mass  transportation  system”  means 
a  public  benefit  corporation,  with  annual 
sales  or  revenues  in  excess  of  $10  million, 
which  is  charged  by  law  or  contract  with 
the  responsibility  of  operating  a  mass 
transportation  facility  or  facilities 
which: 

(a)  Serves  a  Standard  Metropolitan 
Statistical  Area  (SMSA) ;  and 

(b)  Constitutes  the  sole  or  a  principal 
means  of  public  transportation  for  that 
area. 

A  facility  or  facilities  includes  a  rapid 
rail  transit,  subway,  elevated,  bus  sys¬ 
tem  but  does  not  include  school  buses  or 
other  conveyances  used  for  sight-seeing 
or  chartered  for  private  use. 

§  150.553  General  rule. 

A  public  benefit  corporation  (within 
the  meaning  of  §  215  of  the  Economic 
Stabilization  Act  Amendments  of  1971 
(Public  Law  92-210)),  charged  by  law 
or  contract  with  the  responsibility  to 
operate  a  mass  transportation  facility 
or  facilities,  the  fares  of  which  are  not 
otherwise  regulated,  may  not  charge  a 
price  above  base  price  until  the  proposed 
price  increase  has  been  prenotified  to 
the  Cost  of  Living  Council  using  the  pre¬ 
notification  procedure  specified  in  Sub¬ 
part  H  for  price  category  I  firms. 

[FR  Doc.73-16479  Filed  8-6-73;3:42  pm] 
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Requirements 
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This  useful  reference  tool  is  designed 
to  keep  businessmen  and  the  general 
public  informed  concerning  the  many 
published  requirements  in  Federal  laws 
and  regulations  relating  to  record 
retention. 

The  90-page  “Guide”  contains  over 
1,000  digests  which  tell  the  user  (1) 
what  type  records  must  be  kept,  (2) 
who  must  keep  them,  and  (3)  how  long 


they  must  be  kept.  Each  digest  carries 
a  reference  to  the  full  text  of  the  basic 
law  or  regulation  providing  for  such 
retention. 

The  booklet’s  index,  numbering  over 
2,200  items,  lists  for  ready  reference 
the  categories  of  persons,  companies, 
and  products  affected  by  Federal 
record  retention  requirements. 


Price:  $1.50 
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